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ON THE COVER 
Sainte Famille Federal Credit 
Union of Lewiston, Maine, has de- 
veloped a children’s program, in 
which they handle collecting and 
receipting. Many a parent has 
grown interested, too. Story soon. 
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Teamwork between races produced this 
modern, spacious office for Hillsborough 
County Teachers Credit Union in Tampa, 
Florida. With the credit union employees, 
there's an unbreakable rule that every 
member is entitled to complete services. 


These Florida 
teachers get along 
together cheerfully in 


fast-growing organization 
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HARMONY 


IN A BI-RACIAL CREDIT UNION 


A SOUTHERN credit union that is 
4 setting a pattern for harmonious 
Hillsborough 
Teachers’ Credit Union of 


race relations is the 
County 
Tampa, Florida. 

White teachers and Negro teachers 
save and borrow together in this credit 
union, and officers are convinced that 
steady progress is being made to- 
ward maximum bi-racial service with- 
out friction. 

Admittedly, Tampa is not a typical 
Deep South city. It has some northern 
and eastern influences that other 
southern cities lack. Whether this 
makes progress easier or harder could 
be argued. In any case, Tampa is still 


southern, and the progress made has 
to be made within southern tolerances. 

Interestingly, Negro school teachers 
save less in the credit union, though 
their salaries are equal to those of 
whites with comparable degrees and 
experience as ruled by a federal court 
years ago. Further, Negroes borrow 
more from Teachers’ Credit Union be 
cause they seldom use any other 
source of credit. Surprisingly, Negroes 
set up and live up to steeper repay- 
ment schedules, again because their 
personal debt is concentrated in the 
credit union. 

After twenty years of bi-racial serv- 
ice, these are some conclusions from 





Semi-tropic weather and modern facilities 
are strong inducements bringing teachers 
to Tampa. Examples of the young faculty 
and new buildings are Mrs. Frederica 
Morris (left) teacher of commercial subjects 
at Howard W. Blake High School, and Mrs. 
Carolyn Day, English teacher at Chamber- 
lain High School. At far right is Henry 
Claywell, credit union treasurer-manager 
who practically grew up with Tampa schools, 
first as a teacher, then as the credit union 
wheelhorse 


Credit union loans furnished these up-to- 
the-minute kitchens for these members. At 
top are A. P. Hughey, a junior high school 
teacher, and his wife, Mary, an elementary 
school teacher. In the lower picture are 
Edwin G. Artest, a school principal; his 
wife, Jessie, a sixth-grade teacher, and 
their daughter, Mrs. Saralee Cato, a primary 
teacher 











Hillsborough County Teachers’ Credit 
Union: 

1. Bi-racial service is good business 
for both races. 

2. The credit union has faced no 
new operational problems (separate 
windows, separate waiting rooms, sep- 
arate days) because of dropping the 
race barrier. 

3. Negro living standards have 
been raised. 

1. Negro teacher educational levels 
have been advanced. 

5. The credit union has set a pat- 
tern for bi-racial programs in the 


Hillsborough County school system. 


(Florida schools are organized on 
county levels instead of on muni ipal 
levels. ) 

6. Borrowing by Negroes has im 
proved the ( redit union's delinquen \ 
and collection records. 

7. Negroes. with a lower average 
age, have lowered the over-all average 
age of the credit union members. 

8. Supervisory committee work has 
been improved bec ause Negroes are 
more consistent in verifying passbook 
accounts. 

9. Near-100 percent membership 
by Negroes has improved the credit 
union's actual membership as a per- 
centage of potential. 

10. Whites were the first to cross 
the color line. W hen Negroes were 
accepted into membership, each Fri- 
day was set apart as their day for 
credit union business. Gradually 
whites moved into Friday so that the 
distinction was dropped. 

11. Negroes will not move in where 
they are not wanted. For several years 





after Negroes were admitted to mem- 
bership, they did not attend credit 
union annual meetings. When some 
whites commented about this, a special 
invitation was given to Negroes. Their 
attendance and participation has 
grown since. 

12. No one has withdrawn from 
membership as a protest over race. 
There have been less than a half 
dozen incidents inside the office. 

13. The white membership has 
adopted a neutral attitude on Negroes 
serving on the board or committees. 
“If they can run a candidate and 
elect him, that’s all right with us,” is 
the sentiment. 

14. The credit union office staff has 
accepted Negroes as full members, 
addressing them as Mr. or Mrs. and 
giving them equal attention in per- 
son, by phone and mail. 

In Florida, every fourth person is 
colored. In Tampa the ratio is slightly 
less than that. According to 1950 
census, Tampa was the nation’s 84th 
largest city with a population of 124.- 
681. Since then it has doubled in size 
to approximately 250,000. The city’s 
income may have been slightly above 
the state per capita figure of $1762. 
but it was short of the 
figure of $1940 in 1950. 

Tampa is Florida’s industrial center 
on the Gulf coast. As a metropolitan 
partner of St. Petersburg, it forms one 
of Florida’s largest population cen- 
ters. It is far enough south to have 
some of the embellishments of tropical 
life—palm trees, sudden summer 
showers, open-faced houses and busi- 
ness places, cultivated flowers without 


national 
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end. It was not far enough south this 
past winter, however, to escape its 
worst winter in recent history, with 
nine below-freezing temperatures. Two 
major league baseball teams, the Cin- 
cinnati Redlegs and Chicago White 
Sox, train there in the spring. 

Through numerous charter amend- 
ments, Hillsborough County Teachers’ 
Credit Union has outgrown the name 
that fitted it twenty-four years ago. 
when it was organized as Tampa’s 
first credit union and as the first serv- 
ing teachers in Florida. It also has 
outgrown the part-time treasurer's 
desk drawer in which it started, and 
is now ensconced in a $200,000 build- 
ing which won a state-wide award 
for architecture last year. 

In the beginning this credit union 
served “white, certified public school 
teachers in Hillsborough County.” 
After two years the credit union 
had fifty loans, thirty-six of which 
were delinquent. An examiner recom- 
mended liquidation unless things im- 
proved. At about this time—February 
1937—Henry Claywell was elected 
treasurer; assets were about $3000. 
Claywell took the view that it would 
he less trouble to go on operating 
than to liquidate. 

One spur to growth at that time 
was a story in the Tampa Tribune 
saying that Hillsborough County 
teachers were $100,000 in debt to 
salary buyers. These loan sharks 
would lend $50 for two weeks and 
demand $5 interest. They demanded 
payment in full and would not accept 
installment payments. A teacher could 
pay $10 a month out of his $100-plus 


Henry Claywell 


salary and never be able to pay back 
the $50. Claywell recalls one instance 
where a teacher paid back $1300 and 
still owed the original $50. 

Because he realized he had to edu- 
cate the educators, Claywell, an old 
newspaperman as well as school teach- 
er, started the Credit Union Courier 
in September 1937, a four-sheet 
monthly newsletter which Claywell 
believes may be the oldest continuous 
house organ in the credit union move- 
ment. 


Grand jury moved 


The revamped credit union started 
making a dent in the white teachers’ 
credit needs, but Negro teachers were 
still selling their salaries to the loan 
sharks, sometimes having to borrow 
five cents to ride a bus home. A grand 
jury considered this serious enough 
to warrant investigation. From the in- 
quest went an inquiry to the Hills- 
horough County school board: Could 
the white teachers’ credit union by- 
laws be amended to provide relief for 
Negro teachers? 

The answer was a not very en- 
thusiastic “yes.” Cautiously, the board 
voted to set aside Friday as a special 
day for Negro members. But this 
never really went into effect, because 
white members continued to find Fri 
day a convenient day to visit the 
credit union. The color line dissolved 
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As one of Florida's major industrial 
cities, Tampa has the kind of re- 
sources that produces wealthy tax 
rolls and a good school system. Its 
250,090 population ranks it second 
in size in the Sunshine Stale. 


The teachors’ credit union office is 
in the middle of a new building 
include the 
County Courthouse, 
of Commerce and a 


section which will 
Hillsborough 
the Chamber 


ate ofiice building 


ilmost before it was created. 

Loan limit for colored teachers 
when they first entered the credit 
union was $75. Unsecured loan limit 
for whites was $50, and, Claywell 
says now, “you almost had to have a 
couple of co-makers to get $50.” Aver- 
age loan was $200. The loan limit 
for Negroes was knocked down be- 
cause at that time they were getting 
only $76 a month salary. 

After Negro teachers went to fed 
eral court and got their salaries raised 
to white teacher levels, the credit 
union opened the loan limit to them. 
At that point there was complete fi- 
nancial equality in the credit union. 

It is Claywell’s thesis that Negroes 
in the south don’t go where they’re 
not wanted. This is how he explains 
why, after credit union membership 
had been available to Negroes for 
several years, they never attended 
annual meetings. Not liking this, the 
hoard passed a motion that Negroes 
he given special invitations to annual 
meetings. This was done. At first only 
i few came, and they clustered toward 
the back. Year after year they came 
more freely and mixed easier in the 
crowd. There was some comment 
by whites about this, but evolution 
churned on until a couple of years 
ago a Negro woman was the vocal 
soloist at the annual meeting. Claywell 
says, “That woman got the warmest 
reception of anyone I have ever seen 


1 


at an annual meeting.” 

Teachers’ Credit Union still doesn’t 
hold membership dinners at its annual 
meetings. “This is one problem that 
we haven't gotten around yet,” Clay- 
Other Florida 
credit unions have also run into this 


well acknowledges. 


on the chapter and league level; hotels 
have refused to serve mixed groups 
or have suggested that Negroes be 
served only if separated from whites 
by full-length curtains. 


No leaders yet 


One other major lack at present is 
Negro leadership in the credit union. 
With about 700 members out of a 
total of 4700, they might expect to 
be represented on the nine-man board. 
This is something that the Negro 
members are concerned about, accord- 
ing to school principal Edwin G. 
Artest, and it’s something that the 
white members are willing to leave to 
a popular vote, Claywell adds. 

Artest is a leader in the Tampa 
Negro community. He also is a credit 
union leader, president of Beulah 
Baptist Church Credit Union serving 
one of the largest Baptist churches in 
Tampa. To him, the Teachers’ Credit 
Union and the church credit union 
“were sent from the Lord.” He says 
“I just hope the people will under- 
stand what a credit union can do for 
them so we can show them the way.” 

Artest was number fourteen in line 


the first day that the credit union was 
open to Negroes, the day that seven- 
teen Negroes joined. He holds a 
bachelor of science degree from Flor- 
ida A. and M. and a master of arts 
degree from the University of Michi- 
gan. His voice may be typical of 
thoughtful southern Negroes: vigorous 
anticipation tempered by 
realism. 

“The majority of our teachers feel 
quite comfortable about their credit 
union membership,” Artest believes. 
At his school, only three out of thirty- 
one teachers are not credit union 
members. “There are always a few 
who have questions, who feel that we 
should have representation on the 
official body of the credit union. This 
is not done strongly; it is just a 
characteristic of the middle-class 
Negro who is cognizant of equal op- 
portunities. Where we see differences, 
it is like a sore thumb. We just men- 
tion these differences as a ‘friend of 
the court.’ ” 

Artest says there are history books 
that tell how it was once against the 
law in the south to teach a Negro to 
read. Finally Negroes were allowed 
to read the Bible. “Now we need edu- 
cation and practice. After a while 
people of both races will get used to 
seeing the Negro out of his ‘place’ 
that people assign in their minds. This 
black won’t rub off and this ignorance 
isn’t contagious.” 


cautious 
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Negro members of Teachers’ Credit 
Union have made good use of loans 
to work for advanced degrees. A sur- 
vey last year showed that thirty-seven 
white school personnel in Hillsbor- 
ough County have doctor’s degrees, 
while no Negroes have doctorates. 
Several Negroes, however, expect to 
complete this work within two or 
three years, some on credit union 
money. Master’s degrees are held by 
143 whites and 55 Negroes. Among 
older teachers who began teaching 
requirements were 
stiffened, there are five whites without 
any degree and one Negro. 


before degree 


Financing professions 


Teachers also have used the credit 
union to enter other professions. In 
Tampa now are two Negro doctors 
and two Negro dentists who formerly 
taught school and financed their med- 
ical work through the credit union. 
One Tampa Negro lawyer with a 
state-wide reputation, whose wife still 
teaches, is Francisco Rodriguez, coun- 
sel for the National Association for 
the Advancement of Colored People 
in the Tampa area. Of him, Claywell 
says, “We're proud of him; he is one 
of our boys.” Rodriguez is fond of 
the term bi-racial; he says each race 
can understand the other better 
through the bi-racial approach. 

The credit union’s assistance on ad- 
vanced education has received at least 
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one printed acknowledgment. This 
was from Dr. Boston Faust Martin, 
son of a Negro elementary school 
teacher, who received his M.D. degree 
in June 1957 from the University of 
Geneva in Switzerland. In the credits 
of his thesis, he pays tribute to “Mr. 
Henry Claywell, secretary-manager of 
the Hillsborough County Teachers’ 
Credit Union.” His mother, Mrs. Can- 
cerina Martin, once had a credit union 
loan balance as high as $4500 while 
she financed her son’s education. 

Loans for higher education and 
loans for down payment on homes are 
two reasons why the loan average in 
Teachers’ Credit Union is higher 
among Negroes than among whites. 
Fifteen years ago, Negroes in Tampa 
lived in well-defined sections of town 
in houses which had heen willed down 
to them for generations. They still 
live in the same areas, but there’s a 
new look to the houses. Claywell says 
that a larger percentage of his Negro 
members own homes or are buying 
them than whites. Also he believes 
there are more modern appliances 
all-electric kitchens, 
for example. One survey at a Negro 
high school in Tampa last year showed 
that 92 percent of the homes repre 
sented had television sets. 

The credit union lends for down 
payment loans on these houses, and 
most first mortgage loans are handled 
through a colored insurance company 


in Negro homes 





in Tampa, Central Life, which has a 
credit union serving its employees. 
Colored real estate values still are 
slightly deflated because sewer lines 
have not been laid through all Negro 
sections, forcing some homes to use 
septic tanks. 


Average family size 


In these modern homes, Claywell 
finds that average family size is 
smaller among his Negro members 
than among the whites. But the num- 
ber of occupants per household is 
often larger, because Negroes share 
housing with other relatives like 
uncles and aunts. This is borne out by 
income tax withholding exemptions 
on file at the school clerk’s office. 

For fifteen years, from 1938 to 
1953, Hillsborough County Teachers’ 
Credit Union operated without a loss 
on a loan to a Negro member. Since 
then losses have been small, and the 
Negro record is better than the white 
for observing due dates, delinquencies 
and loss ratio. Claywell explains, 
“Credit union service to these people 
is more a thing to be cherished than 
it is to the whites. They show their 
appreciation by maintaining a good 
credit rating.” 

Teachers’ Credit Union has had 
some unfavorable experiences, how- 
ever, with colored members among 
janitors, bus drivers and other service 
personnel. These have given the credit 
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union concern on collections and have 
generally proven less reliable. Clay- 
well says, “You can sum it up in one 
word—character. These people don’t 
have the education and the experience 
of the white and colored teachers. We 
had had such a good record with col- 
ored teachers that we may have over- 
extended credit to the colored service 
people.” In expanding to neighboring 
counties starting in 1953 the credit 
union has stressed service to profes- 
sional people first. Of the members 
outside Hillsborough County, about 
97 percent are among teachers, both 
white and colored. 

The feeling that some Negro mem- 
bers of Teachers’ Credit Union tend 
to overborrow through the credit 
union has caused some concern to the 
directors. “We have never set up the 
credit union as a guardian for the 
Negroes’ welfare,” Claywell says, “but 
we may have to if it gets to a dan- 
gerous point. The colored want to 
raise their living standards as fast as 
possible, and they stay chronically in 
the hole.” The credit union has had 
three meetings with Negro school 
teachers, showing them the difference 
in loan averages between whites and 
colored and cautioning them against 
overextending their credit. 

Claywell sees in this a need for 
group education as well as an oppor- 
tunity for individual financial coun- 
selling, and the credit union will 
continue to use this double approach. 

Co-makers are practically the only 
security at Teachers’ Credit Union for 
all members. Co-makers may be mem- 
bers of the immediate family or 
friends, and they do not have to be 
in the school system. The credit union 
will accept chattels on cars, but it 
prefers co-makers because there is 
less red tape; with chattels there are 
notary and other fees. Claywell says, 
“We regard co-makers more as a col- 
lection committee than as loan se- 
curity.” 

Teachers’ Credit Union will lend up 
to $2000 on single signature and up to 
$3000 without any security other than 
co-makers. Beyond this, to satisfy state 
law requirements, the credit union re- 
quires co-makers plus, as Claywell 
says, “red tape.” 

In twenty-four years the credit 
union has charged off twenty-nine 
loans, taking $10,476 from the guar- 
anty fund. Recovery on these was 
$2735, leaving a net loss of $7741 out 
of total loans of approximately $22,- 
000,000, or about 3/10 of 1 percent. 

(Continued on page 27) 








From the managing director 


Plan for Credit 


CTOBER 16 (it is always the 
3rd Thursday in October) is 
a long way off, so it seems. But, 
Credit Union Day is important 
enough to all of us in the credit 
union movement, that we must be- 
gin planning early to make the ac- 
tual observation of it equal to its 
importance. Actually, credit un- 
ions make use of the whole week 
in which Credit Union Day falls, 
and it is usually termed “Credit 
Union Week.” They make use of 
it by holding many meetings dur- 
ing that week to call the attention 
of not only credit union members 
to the importance of credit un- 
ions, but to let more and more 
non-members know about credit 
unions generally. 


It Is A Day Of Thanksgiving 


It is that truly! For credit un- 
ion people it is a way of saying 
“Thanks for the credit union 
movement”. Each individual can 
by this observation give thanks 
for his own individual credit un- 
ion which extends so many serv- 
ices to him. 

Because credit unions cross 
many national boundaries—even 
to other continents—Credit Un- 
ion Day has become something 
akin to an international holiday 
to credit union people every- 
where. 


We Share the Day 
With Others 
The credit union movement is 
a missionary movement. It is not 
enough that we have a credit un- 
ion to take care of our own needs; 
we want all others who have need 
of the credit union “Do-it-your- 
self” idea in finance, to have a 


Union Day Now 


credit union available for them- 
selves too. Credit Union Day and 
Credit Union Week give us our 
biggest opportunity to tell these 
others that we will help them 
establish a credit union for them- 
selves. 


Every Credit Union 
and Every Chapter! 


Yes, every credit union and 
every Chapter is urged to make 
the most of Credit Union Day this 
coming October. It isn’t too early 
to begin thinking and seriously 
planning right now. The Credit 
Union Day Kits have gone out of 
CUNA to credit unions all over 
the world. In those kits will be 
many helpful suggestions — and 
every credit union and every 
Chapter will add a lot of good 
ideas to the ones in the kits! 

The Chapters can and should 
coordinate all the activities in the 
Chapter area—so that there is the 
utmost in reaching those who 
should belong to present credit 
unions and those who should es- 
tablish credit unions of their own. 


Credit Union Day—Our 
Thanksgiving and New Year's 


I’ve already said that this was 
our Thanksgiving Day—to give 
thanks for the credit union idea. 
It is also our New Year’s Day, on 
which we can resolve again to do 
more and more to make credit 
union services available in great- 
er quantity and to give better 
service to more and more people. 

Plans must be made now, or we 
may lose the impact potential that 
is packed into the idea of Credit 
Union Day! 


H. Vance Austin 
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INVESTMENTS 
FOR CREDIT UNIONS 


The importance of investment know-how as 


should not be overlooked 





a factor in keeping up the savings program 
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669 TSING idle funds wisely: is an 

important board responsibil- 
ity,” says a midwestern credit union 
veteran. “From time to time, credit 
unions find that their ready cash ex- 
ceeds their members’ personal loan 
needs. Some of these funds are idle 
for only a short time, others for inter- 
mediate periods, and a much smaller 
part may be available for long-term 
investments. All these idle funds have 
one thing in common. They present 
an investment problem that requires 
careful study.” 

Over the years, this problem has 
been discussed in the credit union 
movement at length, sometimes under 
high emotional pressure. 

“There isn’t a credit union in the 
world that would have an investment 
problem if it was really meeting its 
members’ needs,” is the battle cry of 
those who fear that credit unions may 
become investment trusts and grad- 
ually drift away from the basic credit 
union service. The point is important. 
Certainly a board is obligated to 
check its credit union’s performance 
in small loans before deciding it is 
time to invest in bonds or real estate 
loans, not just casually but pains- 
takingly. 

However, the national board of the 
Credit Union National Association has 
officially accepted it as a fact that 
sometimes credit unions do have to 
invest money and probably always 
will. Three policy statements voted by 
the national board specify: 

@ That credit unions when invest- 
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ing should aim at safety and liquidity. 

@ That credit unions should bor- 
row rather than liquidate long-term 
investments to meet sudden increases 
in loan demand. 

@ That credit unions should invest 
“in those areas wherein the credit 
union exerts some measure of con- 
trol.” 

These recommendations represent 
the experience of the credit union 
movement, as far as it has jelled into 
doctrine. How faithfully credit unions 
are following them is anybody’s guess. 
The recommendation that credit 
unions should invest where they can 
also control runs into difficulties in 
areas where central credit union serv- 
ice is not available. The liquidity 
principle is flouted wherever credit 
unions make real estate loans. The 
fact is, in many areas the movement 
has failed to back up its own recom- 
mendations by providing the services 
needed: it has not done enough, for 
example, toward providing short-term 
investment opportunities comparable 
to 90-day Treasury bills. However, 
central credit unions and interlend- 
ing services linked with leagues are 
available in most areas, and these 
should be consulted immediately by 
any credit union with surplus money 
to invest. 

The dangers to credit union philos- 
ophy in investment programs have 
been talked about a good deal. They 
are real and important. On the other 
hand, there hasn’t been enough talk 
about the things that happen to a 


credit union that doesn’t know what 
to do with its surplus cash. Here you 
run into the danger of restrictions on 
savings, limits on monthly payments 
into share accounts, a dead hand laid 
on growth. It is just as bad for a 
credit union to discourage saving as 
it is for it to neglect its small loan 
service. A good investment program 
may help a credit union keep its thrift 
service healthy. Properly handled, the 
investment program should make it 
possible for the credit union to en- 
courage maximum saving at all times 
and still pay reasonable dividends. 

Hence it is important for credit 
unions to know something about in- 
vestments. The information that fol- 
lows will not qualify any credit union 
officer as an expert, but it will help 
him get oriented a little and encourage 
him to act cautiously and on the best 
advice. 


Plenty of rules 


Credit union investments are 
subject to control by supervisory au- 
thorities. For state and _provincial- 
chartered groups, the authorized 
investment field varies substantially, 
depending on statutes, by-laws and 
supervisory authority regulations. Sev- 
eral states define in detail all author- 
ized credit union investments. Others 
are less explicit. Some permit any 
“investments which a prudent man 
would make.” 

Federal credit unions operate under 
uniform investment rules. These are 
the same whether the group is located 
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in any of the forty-eight states, the 
District of Columbia, Alaska, Hawaii, 
Puerto Rico, the Virgin Islands or 
the Canal Zone. The rules state clearly 
that the board of directors is responsi- 
ble for all investments and that it 


should review its investments con- 


tinually in respect to safety, liquidity 
and vield. 


The Federal Credit Union Act 
limits the credit union’s investments 
(1) obliga- 
tions of the United States; (2) securi- 
ties fully guaranteed by the United 
States both as to principal and in- 


to these four categories: 


terest; (3) loans to other credit 
unions not exceeding 25 percent of 
paid-in and unimpaired capital and 
surplus; and (4) accounts and shares 
of federally chartered savings and 
loan associations and other institu- 
tions insured by the Federal Savings 
and Loan Insurance Corporation. 
Canadian credit union investments 
are subject to provincial regulations. 
Each of the ten provinces has its own 
set of rules. But in spite of some differ- 
ences, there is a substantial amount of 
uniformity among provincial regula- 
tions. Most Canadian credit unions 
may invest in: (1) central credit un- 
ion shares; (2) shares of other credit 


unions; (3) co-operative societies’ 




















Of course safety is a 
major consideration 


shares; (4) real estate; (5) trustee 
act investments, including municipal 
and provincial debentures, govern- 
ment bonds and treasury bills; and 
(6) authorized investments for joint 
stock insurance companies. 

Here are some of the basic invest- 
ment facts credit union officers should 
know: 


® Government obligations. All 
treasury bills, bonds, notes and cer- 
tificates of indebtedness are subject 
to market fluctuations. The last three 
items are offered at par at the time 
of issue. Bills are purchased by the 
highest bidders on a discount basis 
and pay a much lower return. If held 
to their due dates, all four types of 
securities are payable at par. 

These government obligations are 
very liquid. They are negotiable, may 
be used as collateral and can be sold 
on the open market at any time. But 
market conditions may not be favor- 
able for an early sale. For maximum 
return, you may have to sacrifice 
liquidity. If you sell, you may sustain 
a loss in disposing of the investment. 

Losses of this kind are contrary to 
the best interest of every credit union. 
It is important to prevent them. One 
of the best ways to accomplish this 


is to make a careful analysis of the 
credit union’s financial position before 
acquiring fluctuating government obli- 
gations. 

These are the questions which every 
credit union should ask itself before 
investing any of its idle funds in gov- 
ernment securities: (1) What will 
our members’ loan and withdrawal 
needs be during the next twelve 
months? (2) Will our cash reserves, 
loan repayments and new savings be 
adequate to see us through our next 
heavy demand season? (3) Will we 
have enough funds on hand to help 
our members meet their Christmas 
needs? (4) Is there a possibility of a 
sudden and drastic change in our 
membership’s income? (5) Will our 
cash position be adequate to meet our 
members’ emergency needs in the 
event of a general economic down- 
turn? (6) Can we borrow funds 
elsewhere with our government obli- 
gations as collateral and still derive 
a profit from our investment? (7) 
What would it cost us to obtain short- 
term funds from another credit 
union? (8) Is our line of credit with 
the local banks adequate to see us 
through a temporary shortage of 
funds? (9) What is the maximum 
profit we can expect in the event of a 
sudden liquidation of our govern- 
ment security holdings? (10) How 
extensive a loss could we suffer if we 
would have to sell our investment be- 
fore it matures? (11) What portion 
of our idle funds can we definitely 
spare for two years or longer? For 
more than one year? For six months 
or more? For at least three months? 

Treasury bonds, notes and certifi- 
cates of indebtedness carry coupons 
which entitle the owner to semi-annual 
interest payments. Their maturity 
dates extend from one to twenty-five 
years. Interest rates vary from 114 
percent to 4 percent per annum, de- 
pending upon the length to maturity 
and the money market at the time of 
issue. 

Treasury bills are sold every Tues- 
day to provide funds for the govern- 
ment’s current expenses. They usually 
mature in ninety days. This type of 
government obligation does not carry 
coupons. The investor’s sole income 
is from the difference between the 
discounted purchase price and the par 
value realized on maturity. 

U. S. savings bonds are not subject 
to market fluctuations. Two types 
are available to credit unions today: 


Series E and Series H. Both are non- 
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negotiable, may not be used as col- 
lateral and cannot be _ transferred. 
Maximum investment in each of these 
bonds per calendar year is $10,000. 

Series E savings bonds are issued 
at 75 percent of maturity value in 
denominations of $25, $50, $100, 
$200, $500, $1,000, and $10,000, 
costing $18.75, $37.50, $75, $150, 
$375. $750 and $7,500, respectively. 
These bonds mature in eight years 
and eleven months from their date of 
issue. When held to maturity, they 
provide a yield of 314 percent interest, 
compounded semi-annually. But in 
ase of sale before maturity, the re- 
turn on the investment is less. Interest 
accrues semi-annually on a_ rising 
scale through increases in the redemp- 
tion value of the bonds. 

Series H savings bonds are issued 
at par in denominations of $500. 
$1.000, $5,000, and $10,000. They 
mature in ten years from issue date. 
These bonds pay current income by 
semi-annual interest checks and pro- 
vide an increasing investment yield 
the longer they are held. A bond held 
to maturity yields an average of 314 
percent per annum. 

While treasury bonds, notes and 
certificates of indebtedness are sold 
by the U. S. Treasury and the Fed- 
eral Reserve Banks in negotiable form, 
they can also be registered in the 
name of the credit union. Such regis- 
tration provides additional safety in 
the event of misplacement, robbery, 
defalcation, loss through fire or 
mysterious disappearance. 

® Securities fully guaranteed 
by the United States, both as to 
principal and as to interest. Seven 
obligations issued by the Federal 
Housing Administration fall in this 
category: issues of the Mutual Mort- 
gage Insurance Fund. Armed Services 
Housing Mortgage Insurance Fund. 
Housing Insurance Fund, National 
Defense Insurance Fund, 
Servicemen’s Mortgage Insurance 
Fund, Title I Housing Insurance Fund 
and the War Housing Insurance Fund. 

All of these unmatured debentures 
pay semi-annual dividends, are ne- 
gotiable and can be registered at the 
option of the buyer. The interest rate 
varies from 2% to 314 percent. But 
the total outstanding amount of these 
guaranteed Federal Housing Adminis- 
tration obligations is only $103 mil- 
lion, and there is very little trading in 
them. 


Housing 


How to buy government obligations 
and guaranteed agency securities. Any 
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bank or broker can handle these pur- 
chases. The commission varies with 
the size of the investment. It is com- 
paratively large for smaller security 
purchases, and goes down as the 
amount of the purchase order in- 
creases. Buying securities for $1,000, 
for example, could cost as much as ¥g 
of one percentage point of the item 
bought. But if the purchase order 
were for securities costing $250,000, 
the commission rate might go down to 
as little as 1/64 of one percentage 
point. 

® Loans to other credit unions. 
Federal credit unions investing in 
loans to other credit unions should 
limit their lending periods to one year 
and their interest rates to 6 percent 
per annum, according to the Federal 
Credit Union Handbook. They may 
lend to state chartered groups and 
central credit unions, even though 
they may not invest in central credit 
union shares. 

Documents which the board of di- 
rectors of the investing group requires 
from the borrowing credit union 
should include: (1) a current finan- 
cial and statistical report; (2) a copy 
of the latest supervisory committee 
audit report; (3) a certified copy of 
the resolution of the board of directors 





























You want to be able to get it 
when you need it 


authorizing such borrowing; and (4) 
a certificate from the clerk that the 
persons negotiating the loan and 
executing the note are officers of the 
credit union and are authorized to act 
in its behalf. 


The Handbook also urges the board 
of directors of the lending credit 
union to “consider carefully the oper- 
ating practices and the financial con- 
dition of the borrowing credit union, 
as well as any other factors which may 
have a bearing on the safety of the 
loan.” 


® Central credit unions, Invest- 
ing in central credit union shares is 
limited to state chartered credit 
unions, but federally chartered groups 
may lend funds to state central credit 
unions within the restrictions of the 
Federal Act and by-laws. Most states 
have at least one central credit union. 
Some have several. They use their 
funds for loans to credit union officers 
and committeemen who are restricted 
in borrowing from their own credit 
unions. Some state centrals also lend 
out funds to other credit unions and 
act as a clearing house for surplus 
credit union funds. Central eredit 
unions today are giving valuable aid 
to many credit unions who need to 
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meet seasonal demands without sacri- 
ficing dividends on long-term invest- 
ments. The dividend rates paid on 
investments in central credit union 
shares vary from state to state. The 
rate on loans to credit unions averages 
| percent. 

®@ Real estate loans. Federal 
credit unions may not grant loans for 
longer than thirty-six months. This 
limitation makes it impossible for 
them to offer extensive real estate loan 
service to their members. But state 
chartered groups are not subject to the 
same restrictions. Their statutes and 
regulations vary. And many of the 
larger and older credit unions today 
invest substantial portions of their idle 
funds in first mortgage real estate 
loans to their members. 

One of the credit tinions with con- 
siderable real estate loan experience 
is Detroit Teachers Credit Union of 
Detroit, Michigan. More than thirty 
vears old, the assets of this group's 
15,000 members today exceed $22 
million. In addition to 7,000 personal 
loans amounting to $6.8 million, some 
2,200 members are using $11.4 mil- 
lion in real estate loans. Says treas- 
urer-manager Irett Ferris, “I believe 
that a credit union should have a sub- 
stantial amount of investment capital 
before setting up a real estate mort- 
gage program other than a few 
incidental loans. The real estate mort- 
gage investment is probably the most 
secure investment our credit union has 
made, particularly since we lend only 
up to 60 percent of our appraisal.” 

Detroit Teachers Credit Union was 
eleven years old in 1936 when it began 
making real estate loans. At that time 
its assets were $940,000 and approx- 
imately $676,000 was outstanding in 
personal loans. During this early 
period the group’s real estate loans 
represented less than 10 percent of 
total loans outstanding. 

Five years later the relationship 
between personal and mortgage loans 
had already begun to shift. “When we 
were a $2.7 million credit union in 
1941, some 65 percent of our loans 
were personal and 35 percent were 
mortgage loans,” recalls treasurer 
Ferris. “Now that we are ten times as 
big, the ratio has been almost com- 
pletely reversed.” 

Interest rates for real estate loans 
have undergone only one change since 
Detroit Teachers began its program in 
1936. This change took place in 
January 1956. Prior to that date the 
interest rate was 44% percent plus a 
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benefit fee of $375 for $5,000 loan 
protection coverage for 124 years. 
But today the interest rate is 6 percent 
and includes all charges—appraisal 
fee, lawyer's examination of title, clos- 
ing cost and insurance up to $5,000. 

Losses. Write-offs for the 22-year 
period of real estate lending at Detroit 
Teachers amount to less than .0003 
percent of the total loans made since 
organization. “Our real estate loan ex- 
perience has been good all the way,” 
comments Irett Ferris. “The program 
has proved itself to be sound. It is not 
as liquid as the personal loans, of 
course. But the annual payoff on our 
mortgages is substantial. And we 
never have been short of necessary 
cash funds. Furthermore, the rate of 
return is sufficient for the maintenance 
of an adequate and competitive divi- 
dend.” 

Obviously, real estate loans are not 
liquid. They are not recommended to 
most industrial groups, where there 
may be high membership turnover 
and occasional heavy withdrawals. 
Real estate lending should be consid- 
ered only by credit unions that have 
a highly stable membership and are 
mature enough so that the average 
share balance has reached a high level. 


® Savings and loan association 
shares. Approximately 6,200 savings 
and loan associations are active today 
in the United States, accepting sav- 
ings and investing primarily in resi- 
dential mortgage loans. Of these, some 
4,400 are state chartered. Nearly 
1,800 operate under federal authority. 
All of the federally chartered associa- 
tions are members of the Federal Sav- 
ing and Loan Insurance Corporation. 
This instrumentality of the federal 
government insures each investor’s 
shares up to $10,000 at no direct 
cost to him. Nearly 2,000 state 
chartered associations also belong to 
FSLIC. But more than 2,400 state 
chartered associations are not FSLIC 
members. Investments in these non- 
member associations are not covered 
by the insurance protection of the 
Federal Savings and Loan Insurance 
Corporation. Several savings and loan 
associations have been organized by 
credit union leadership. 


Federal credit unions may invest a 
maximum of $10,000 in as many 
FSLIC-insured savings and loan asso- 
ciations as they wish. There is no re- 
striction in respect to the location of 


the associations. State chartered 
groups may sometimes invest beyond 


$10,000. The Federal Credit Union 


Handbook cautions, “The fact that 
this type of investment is insured . . . 
does not relieve the board of directors 
from the responsibility of analyzing 
the financial condition of the institu- 
tion and determining how quickly the 
full amount of funds so invested will 
be available in cash.” 

Analyzing the financial condition of 
a distant savings and loan association 
requires more knowledge and time 
than most credit union directors have. 

But it is not necessary that the 
credit union’s directors do their own 
spadework. They can assign this task 
to a professional investment house. Its 
staff surveys investment-seeking asso- 
ciations, analyzes their financial con- 
dition and reports in writing to the 
credit union’s board. The board then 
examines these reports in detail, re- 
quests further information where 
necessary, and makes its own inde- 
pendent selection of associations most 
suitable for its investment needs. 

How much does such expert service 
cost? Frequently nothing at all. A 
number of investment houses offer 
savings and loan association referral 
service free of charge to credit 
unions. These brokers obtain their 
commissions directly from the savings 
and loan associations who need funds 
to expand their mortgage lending 
operations. Brokerage commissions 
are usually based on the length of the 
investment period. They go down with 
short-term investment and rise for 
long-term funds. 


Selecting a broker. Credit unions 
seeking to place idle funds securely, 
profitably and with an optimum of 
liquidity should bear in mind that 
investment counselling is a highly 
technical field. Many investment ex- 
perts are thoroughly familiar with one 
or several areas of investment. But 
because of their intensive specializa- 
tion in one area of investment possi- 
bilities, relatively few experts are 
equally familiar with the details of 
all types of investments. It is therefore 
important if you need an investment 
counselor to pick one who is a special- 
ist in the area in which the credit 
union desires to invest its funds. 

But a credit union which is entirely 
without investment experience may 
not know which type of investment is 
most suitable for its individual needs. 
If its directors consult a broker, he 
will probably assure them that his 
investment specialty will best meet the 
credit union’s requirements. While the 
broker may well feel that he is giving 
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excellent advice, he may be influenced 
by the prospect of a commission or he 
may lack the technical background to 
appreciate fully the special problems 
under which credit unions operate- 
both in respect to law and the need 
for a high degree of liquidity. 

Credit unions starting out on a new 
investment program should certainly 
check with league and local credit 
union officers for guidance. Once they 
begin visiting brokers, they can ask 
each broker to explain the advantages 
of his investment service and also to 
provide a list of six credit unions 
whom he has assisted during the past 
several years. A follow-up of the credit 
union references given by the various 
brokers will quickly show which of 
them have a sound grasp of credit 
union problems, whether their advice 
has benefitted the other credit unions, 
and which investment specialty would 
be practical for the particular needs of 
the inquiring credit union. 


Information needed 


As an example of the service an 
investment house may give within the 
field of its specialty, take Amott, 
Baker & Co. This company specializes 
in guiding investors through the sav- 
ings and loan market. It advertises in 
several credit union league publica- 
tions, and has advised some two 
thousand credit unions. 

Information it furnishes to credit 
unions and other clients on savings 
and loan associations includes: name, 
address, year of charter, year of 
FSLIC insurance, dividend informa- 
tion for six years, average interest 
rate on mortgages held, number of 
mortgages held, average loan size, 
number and amount of mortgages in 
foreclosure, number and amount of 
loan payment delinquencies over 
ninety days, reserves and undivided 
profits, percentage of reserves and un- 
divided profits in relationship to total 
share accounts, withdrawal notice re- 
quired at present time. Also an item- 
ized operating statement for the last 
calendar year, including: gross oper- 
ating income, gross non-operating in- 
come, total income, operating expense 
(excluding dividends), total expense 
(excluding dividends), net income, 
net income allocated to reserves and 
undivided profits, net income allocated 
to dividends; and a complete state- 
ment of condition as of the end of the 
last calendar year. 

Among the most important items 
for credit union boards to consider in 
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selecting savings and loan associations 
for investment are: (1) the percentage 
relationship of reserves and undivided 
profits to total share accounts; (2) the 
delinquency picture; (3) the total 
assets; (4) the relationship between 
interest rate received and dividend 
rate paid out; (5) the withdrawal 
notice required; and (6) the geo- 
graphic location in relation to prob- 
able economic developments. 

Federally chartered savings and 
loan associations may require a with- 
drawal notice of thirty days. In some 
states the statutory withdrawal notice 
period is substantially longer. But 
both state and federally chartered as- 
sociations try hard not to enforce this 
waiting period, since prospective in- 
vestors might consider such an en- 
forcement as a deterrent and, possibly, 
as a reflection on the association’s 
liquidity. Currently the majority of 
associations recommended by ABC 
require no withdrawal notice. Some 
state with pride that they have never 
required such notice. But credit 
unions should bear in mind that even 
in the absence of a current withdrawal 
notice requirement, both federal and 
state associations retain the right to 
invoke a notice requirement whenever 
they feel that economic conditions de- 
mand such action. 


Associations’ attitude toward credit 
union funds. Do savings and loan as- 
sociations welcome credit union funds 
with the understanding of early with- 
drawal? Some associations do not like 
credit union investments. But they are 
usually the ones who have not had 
experience with credit union money. 

“We try to encourage credit unions 
to consider for savings and loan in- 
vestments only those funds which they 
feel reasonably sure will not be needed 
in the immediate future,” says one 
Amott, Baker officer. “Our experience 
has proved that credit union money is 
an excellent long-term investment. In 
fact, most credit union investments 
stay longer with the savings and loans 
than the average funds from other 
sources. The statistical average of 
withdrawals from savings and loan 
associations within the first two years 
after investment is approximately 60 
to 70 percent. But our withdrawal 
figures for credit unions are in the 
neighborhood of 8 percent for the first 
two years. We find that most savings 
and loan associations like credit 
union money once they have had 
actual experience with it.” 

Dividends. Savings and loan asso- 
ciation dividend rates are the same for 
short and long-term investments. Most 
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Federal Reserve Figures 


How do they get them? 
What do they mean? 
Are they accurate? 


Au HOUGH it recognizes consumer 
credit as one of the most essen- 
tial magic ingredients contributing to 
the American standard of living, the 
government has hesitated before 
moving ahead toward the develop- 
ment of additional statistical indexes 
which might be useful in helping 
financial institutions do their job 
with less guess-work. 

For the past fifteen years, the Fed- 
eral Reserve Board has been publish- 
ing indispensable monthly figures 
showing the quantity of outstanding 
consumer credit by type of loan and 
by type of lender. With these figures, 
a credit officer can determine whether 
his pattern of loans deviates from the 
national totals for similar or compet- 
ing kinds of lending institutions. But 
he will get little help on such sensitive 
subjects as loan terms, or whether 
lenders are being repaid promptly. 

The complex nature of the con- 
sumer credit field creates an urgent 
need for good information and often 
makes it difficult for private sources 
to do a comprehensive job. 

Because of the intensive competi- 
tion among lending institutions, credit 
officers welcome any scrap of infor- 
mation which will enable them to com- 
pare their experiences with others. 
On the other hand, there are so many 
types of lenders and so many forms 
of credit that even today our assump- 
tions about the credit mechanism 
often prove to be faulty. 

Only recently, for example, the 
Federal Reserve Board found to its 
surprise that the loosening of auto- 
mobile installment terms in 1955 was 
a gradual, disorganized phenomenon 
that could clearly be traced to in- 
tensive competition among lenders 
in a period when ample funds were 
available for loan purposes. 

On the basis of intensive studies, 
including interviews with hundreds 
of car buyers and lending institutions, 
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Federal Reserve found that relaxation 
of down payment and installment 
terms followed different patterns in 
each community. In one instance, a 
bank was first to liberalize its con- 
tract. In another, a national sales 
finance agency. In a third, a con- 
sumer finance house. What appeared 
to be a national change was in reality 
the sum of many local changes, each 
occurring independently in response 
to local competitive conditions. 

The Board’s six-volume study of 
consumer credit, published over a 
year ago, stands as a benchmark, sum- 
marizing the best of our knowledge in 
the field. While the Board has yet to 
adopt any policies based on these 
studies, the additional insight about 
the complexity of consumer credit re- 
ported in these studies dispelled any 
inclination to attempt federal control 
over consumer credit in periods other 
than those of national emergency. 


Quantity is easier 


Actually, recognition of the need 
for statistical measurements in the 
consumer credit field goes back 
barely twenty years to the research of 
the National Bureau of Economic 
Research and the Russell Sage Foun- 
dation in the late 1930's. Govern- 
ment’s participation dates from 1940, 
when the Department of Commerce 
worked with retailers, financial insti- 
tutions and associations to develop 
monthly estimates which became the 
basis for the present Federal Reserve 
series. 

Since 1942, Federal Reserve has 
been virtually the only federal agency 
operating in the consumer credit 
field, so far as the collection and re- 
lease of monthly statistics are con- 
cerned. Its emphasis on quantitative 
data is natural, inasmuch as the 
Board uses this information in its 
continuing review of the money mar- 
ket. By the same token, expansion into 


qualitative statistics comes slowly. In 
the absence of a clear-cut adminis- 
trative need, the Board is reluctant 
to add to the reporting burden of the 
businessmen who cooperate with it. 

Like most economic statistics, the 
Board’s consumer credit series is 
based on comprehensive benchmark 
surveys which become available 
periodically, adjusted monthly to re- 
flect new information collected on a 
sample basis. 

New benchmarks are obtained 
from time to time for each segment of 
the credit industry. In the credit 
union field, for example, the annual 
reports of the Bureau of Federal 
Credit Unions provide a benchmark, 
projected monthly by reports from 
950 state and federal credit unions 
which voluntarily return a card show- 
ing volume of new loans and volume 
of loans outstanding at the end of the 
month (after the deduction of real 
estate loans in states where this type 
of lending is permitted). In round 
figures, credit unions are believed to 
hold roughly 5 percent of all install- 
ment loans, with the credit unions in 
the Federal Reserve sample account- 
ing for about a fifth of the loans held 
by organizations of this type. 

Each form of lending institution 
presents its own unique statistical 
problem. For commercial banking, 
with over two-fifths of all installment 
credit, the semi-annual reports to 
banking supervisory agencies provide 
a good benchmark, adjusted monthly 
by reports from 375 commercial 
banks holding roughly half the con- 
sumer paper owned by commercial 
banks. On the other hand, no new 
survey of sales finance agencies, ac- 
counting for about 30 percent of all 
installment loans, was made after the 
Regulation W registration of 1950. 
By 1955, when the Federal Reserve 
was forced to take its own census in 

(Continued on page 25) 
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in the NEWS 


Personal loans are more than holding their 
own, but consumer credit declined in April. 
Economists point to the steady rise in cash loans 
and predict that they will hold steady even if 
the recession continues or gets worse. Thinking 
is that personal loans are usually for emergencies 
or consolidations. 


Major medical expense insurance is now 
offered by the credit union insurance company. 
CUNA Mutual Insurance Society sells a policy 
covering medical expenses up to a $5,000 maxi- 
mum and payable after the policyholder pays a 
certain first amount stated in the policy. Example 
of annual premiums: A man and wife, both aged 
between thirty-five and thirty-nine, with two de- 
pendent children would pay a family total of 
$107, entitling them to full coverage beyond each 
$100 expense up to $5,000 for each injury or 
sickness for each person. Other policies are sold 


in deductible amounts of $200, $300 and $500. 


Consumer spending will rise during the final 
three months of 1958, it is forecast. Economists 
addressing the National Industrial Conference 
Board predicted that total spending this year will 
be about 15 percent below a year ago. The year- 
end rising trend will result from increased busi- 
ness activity. 


Banks are getting less demand money (check- 
ing accounts). In 8,842 state-chartered commer- 
cial banks last year, demand deposits dropped 
1 percent. Up, however, were earnings at 10 
percent, loans outstanding at 4.5 percent and 
time (savings) deposits for individuals and busi- 
nesses at 7.6 percent. 


The current need for credit unions in Canada 
will be evaluated at a fact-finding conference 
September 16-18. Similar to the one held last 
year in Madison, it will bring together credit 
unionists and representatives of Canadian organi- 
zations to discuss the credit union place in 
’ present-day Canada. 


Fewer persons are living on the brink of 
bankruptcy. In the past five years, the per- 
centage of individuals without any liquid re- 
serves dropped from 31 percent to 25 percent. 
Also in that period annual incomes of $5,000 or 
more increased from 21 percent to 41 percent. 
Incomes of less than $2,000 dropped from 28 
percent to 21 percent. 


Cars in reverse, houses in high gear—that’s 
the general picture in the United States and 
Canada, where ear sales are slacking and 
housing starts and sales are rising. Easier 
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mortgage terms helped housing. Car sales are 
expected to be the lowest since 1952. 


Discount liberal consumer credit boom of 1955 
as a recession cause, The American Banker, 
banking daily newspaper, says consumer credit 
may have prevented economic disaster in buying 
off over-production. 


Hong Kong is no place to borrow money. In 
addition to 40 percent interest rates, borrowers 
also are plagued by beastly collection methods. 
Average salary for family of five: $25 a month. 


Enrollment is at an all-time high in the CUNA 
School for Credit Union Personnel. Of the 180 
expected, one hundred are in the first-year class, 
which will be taught in two sections. 


Continual credit in retail stores is costly. A 
check of 257 Illinois stores showed a usual 
charge on revolving credit accounts of 1.5 per- 
cent per month. Some charge 6 percent at time 
of purchase, which works out at about 20 percent 
on 6-month terms. 


Michigan’s 1034 credit unions had 720,000 
members at the end of 1957. These and forty- 
eight pages of other statistics are included in 
the fifth annual yearbook produced by the Michi- 
gan Credit Union League. Shown by charts are 
assets at $320,000,000 and loans outstanding at 
nearly $250,000,000. 


See it now, buy it later. That could be the theme 
of a Chicago appliance dealer who offers tele- 
vision sets with no money down and first pay- 
ment due in January 1959. 


Bank members of the American Bankers As- 
sociation will spend $128 million this year on 
advertising. The Association said its members 
spent $100 million last year. 


Savers will get less dividends from banks 
this year. The Wall Street Journal says about 
one-third of all banks plan to cut the price on 
savings. Some have already cut from 3 percent 
to 2 percent. 


From a bare start to a successful credit union 
and a league—it’s all in a new manual in 
Spanish prepared by the World Extension De- 
partment. Over two hundred pages in manuscript, 
its first printing will be three hundred fifty 
copies, with fifty to be used at a two-week school 
in Costa Rica July 13-26. 


Credit unions organized in April totaled 
168. This brought four-month totals this year to 
582, only two below the total a year earlier. 








MILITAR 


PRLANKET your membership with 
leaders, get your story before the 
entire potential membership, borrow 
when you need to to meet loan de- 
mand, and you have the ingredients 

of speedy growth. 
At Sandia Base Military Federal 
Credit Union in Albuquerque, New 
Mexico, these are some of the in- 
gredients that spell success. Support- 
ing this job well done is a harmonious 
mixture of the four United States 

it this important base, military services. 
In less than two years, these sol- 
where the services mix. diers, sailors, leathernecks and airmen 
have built up a credit union member- 
money problems are ship of 1700. They’re borrowing at the 
. rate of better than $100,000 per 
important too month and putting money into shares 
to the tune of $370,000 in twenty-one 

months. 

Credit union officers include an Air 
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Force major, a Marine sergeant, a 
Navy commander and an Army cap- 
tain. Rank goes under the table and 
all uniforms become the same color 
when this group meets as a credit 
union team. 

What makes a credit union rocket 
like this? Such things as: 

1. Full-time office hours within a 
year after organization. 

2. Three full-time employees within 
a year and a half. 

>. Addressing equipment aid up- 
to-date mailing list. 

1. Machine bookkeeping at the 
$500,000 asset mark. 

5. Frequent borrowing from other 
credit unions. 

6. A line of credit at a local bank 
making lendable funds available im- 
mediately. 

7. Separate office building complete 
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The crisp steps of the military police indi- 
cate the serious attitude at Sandia Base 
in Albuquerque, New Mexico, where a 
credit union serving all four military serv- 
ices is growing at a dizzying pace. 


with private loan interview room. 

8. First-rate missionary job for men 
on base at time of organization and 
first-week contact with new men as 
they arrive. 

9. Constant plugging for shares 
money, including a drive for all small 
change whenever a member drops by 
the office, a sporting “flip” for daily 
drinks with the loser matching his 
coke investment by the same amount 
in shares, and a pay-day raffle with the 
winner evening out his loot with 
enough to buy one or more full shares 
in the credit union. 

10. A couple of fireballs who got the 
credit union off and running and 
maintained active leadership at least 
through the first year. 

The two fireballs in this case are 
named Captain Bob M. Pennington 
and Sgt. James J. Silva, both career 





SERVICES FORGET RANK 


men in the U. S. Air Force. Penning: 
ton is a hulking near-bald young 
Kansan who much with 
credit union enthusiasm that he pro- 
duced a master’s thesis this year at 
the University of New Mexico titled 
“An Analysis of the Growth and De- 
velopment of Credit Unions in the 
United States Air Force.” He made 
two trips to Washington at his own 
expense, where he sat with Hal Wil- 
liams and Dr. Sherwood Gates of 
USAF’s personnel services office, the 
focal point in the development of Air 
Force credit unions last year. Pen- 
nington also spent a day with J. Deane 
Gannon, director of the Bureau of 
Federal Credit Unions, and with Gan- 
non’s upper staff members. At the 
Library of Congress, Pennington re- 
searched the history of credit unions 
and drew some conclusions about their 


sizzles so 
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On practically the same day that 
James Silva told the 
credit union story to the annual 
meeting, his figures were out of 
date because the group was growing 
so fast 


treasurer 


In the center of the credit union 
from the first were Captain Bob 
Pennington and Sgt. James Silva. 
Pennington transformed his interest 
into a master's thesis; Silva hopes 
to start a credit union career after 
retirement from the military. 


The base pay window turned out 
to be an excellent advertising spot 
for the credit union annual meeting 
Next year the officers hope to be 
able to report better than $500,000 
assets and over 2000 members 


potential application to the military 
services 

As first president of Sandia credit 
union, Pennington helped to pick the 
first board of directors. “They had to 
he men who would work and who 
knew their men.” Units that weren't 
represe nted on the board were repre- 
sented on committees, so that the base 
was blanketed, thus serving both an 
administrative and an _ educational 
purpose 

Pennington justified his thesis work 
To prove that credit 
worthwhile in the Air 
Force from a personnel management 


in two ways: 


unions ire 


viewpoint and to give a complete 
statistical history of credit union de- 
velopment in the Air Force. “I will 
feel justified for my work and ex- 
pense,” Pennington says, “if only one 
base commander realizes the worth of 
1 credit union for his men.’ 

Sergeant Silva is a short, dark 
Hawaiian-born man of thirty-three 
years with a golden right arm. As one 
of Albuquerque’s best bowlers (his 
701 series was the city’s best last 
year) he nets more than $1000 a year 
in prize money. Silva couldn’t have a 
better background to manage a four 
service credit union: his fourteen 
years in uniform has included hitches 
in every service except the Marines. 
including government civilian work in 
After retirement in 1964, 
he'll be looking for fulltime credit 
union work. 


wartime 
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In the early days of the credit 
union, either Silva or Pennington 
tried to meet each incoming detach- 
ment. These are not raw recruits, but 
men who have taken basic training 
elsewhere; many of them are military 
career men with years of service. 

Pennington can talk hot or cold, but 
never lukewarm. His voice can be 
either a drill sergeant’s or a chaplain’s 
in both and vo abulary. 
Silva has only one verbal pitch—a fast 
ball. He talks fast and gave the credit 
union the hard sell. 


intensity 


As their credit union crusade be- 
gan, both missionaries started with 
philosophy, telling why there is a 
credit union movement. Then they ex- 
plained the slogan, “Not for profit, not 
for charity but for service.” After this 
came the first operational aspects- 
twenty-five cents to join, $5 per share. 
Then CUNA Mutual insurance protec- 
tion, loan rates, the need for savings 
to make it possible for members to 
horrow. They touched on the multi- 
service membership of the credit 
union, the share loan plan, the im- 
portance of full details on loan appli- 
cations and the effectiveness of volun- 
teer work by credit union officers. 
Pennington says, “We never said that 


the credit union was the only way to 
save. We encouraged the men to use 


government bonds or airmen’s de- 
posits or any other form of systematic 
savings. We didn’t pan anybody but 
the loan sharks.” 


New recruits weren’t the only ones 
who needed and got credit union ed- 
ucation. Essentially the same pitch as 
above was given to existing units, and 
before each of these sessions either 
Silva or Pennington would point out 
to the unit commander what the credit 
union could do for him as a com- 
mander of men, especially to reduce 
nuisance letters from easy-credit mer- 
chants who, in military towns, cus- 
tomarily rely on the brass to help them 
collect their hard accounts. 

One man who saw stacks and stacks 
of those letters was Colonel W. A. 
Bailey, commanding offieer of Sandia 
Base. His Army men are the hosts for 
the men of the other three services, 
assigned to Sandia as part of the 
Armed Forces Special Weapons Proj- 
ect (Afswap). 


develop and test atomic weapons and 


Their mission is to 


train men to use these weapons. 

During an interview with The 
Credit Union Bridge, Colonel Bailey 
rat-tat-tatted his words through 
clenched teeth and jabbed with a 
large-bowled pipe for emphasis as he 
told how his men had been taken 
through the finance company wringer. 
He speaks warmly of the credit union, 
for he was one who helped push i 
into existence. But he also is one who 
thinks that the credit union should 
have grown twice as fast, made twice 
as many loans and picked up 3000 
members instead of just over half that 
many. 
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Sandia is a handsome military in 
stallation, rich in permanent buildings 
including a large new hospital which 
ranks with the best in the service. On 
base are a limited number of comfort- 
able homes for families; wives and 
children travel the base streets as if it 
were white-collar residential. The base 
sits almost a mile above sea level, but 
within easy view are peaks rising still 
another five thousand feet. Assign- 
ment at Sandia can be among the best 
in the service; the city of Albu- 
querque itself, now well over 100,000 
population, is a startling mixture of 
the old Indian flavor, including a sec- 
tion known as Old Town where 
authentic Mexican food is found, and 
a quick-paced city, largest in its state 
and keenly aware that its economic 
well-being depends on the military. 

This is a credit union which once 
turned down an application for mem 
bership because the applicant’s com 
mander refused to recommend him. A 
year later, this man applied and was 
accepted. This is also the credit union 
which lent $3000 with only one co- 
signer but to another member re- 
quired five co-signers and a chattel 
on a car before lending $677. The 
latter loan is now delinquent and the 
man has separated from the service. 

The largest number of loans that 
Sandia has made to one man at one 
time was sixteen to a man who was 
choking in a web of loan shark obliga- 


Checks 
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tions. were made payable 


jointly to this member and to mer- 
chants to pay for furniture, jewelry, 
gasoline, music optical work, doctor 
and dentist bills, University of New 
Mexico tuition, life insurance, and 
Sears, Roebuck bills for a total of 
$1832.92. Security on this loan was a 
chattel on a 1954 Pontiac plus one 
co-signer. The loan is being success- 
fully repaid. 

Borrowers who have just received 
their loans get one special notice from 
the educational committee, headed by 
Marine Captain Robert Towery. This 
is a sober letter explaining at the time 
they receive a loan just what their 
obligation is. The educational com 
mittee also has arranged for space in 


the base’s official daily mimeographed 
news bulletin and in the unofifcial 
weekly newspaper. 


In order to meet loan demand at 
Sandia, the board imposes two condi- 
tions: Loan need comes ahead of mili- 
tary rank and even ahead of loan 
application date as long as money is 
short, and Sandia credit union will 
continue to borrow money up to its 
legal limit as a federal credit union 
until its share growth catches up with 
loan requests. In January 1957 the 
credit union established a $40,000 line 
of credit with the Bank of New Mexico 
in Albuquerque, but it did not have 
to use this facility until May 1958, 
when it borrowed $25,000. This calls 
for 5 percent interest on thirty-day 
paper, payable after monthly allot- 


ment checks reach the credit union 
right after the first of the month. Sgt. 
Silva says the credit union expects to 
clear $2000 or $3000 a year between 
the interest which it charges and the 
interest which it pays on this money. 

Given education and enthusiasm, 
you still don’t have success in a mili- 
tary credit without Class E 
allotments. Every month Sandia credit 
union gets almost seven hundred allot- 
ment checks, Air Force on the 3lst 
from Denver, Navy from Cleveland on 
the first, Marines from Washington on 
the first or second and Army from 
Indianapolis on the third or fourth. 
Most loans are made payable on allot- 
ments, and most savings are handled 
by this monthly payment. The credit 
union will cash payroll checks. 

On its opening day November 6, 
1956, Sandia Base Military Federal 
Credit Union got twenty-eight mem- 
hers and $555 shares. Three days later 
it made its first loan, $80 to Gordon 
A. Huntley, who is still a credit unien 
member. By November 21 the first 
$500 loan was granted; by December 
2S the first $1000 estate (share) loan; 
by January 11 the first $1000 cash 
loan; by January 28 a $2400 loan; by 
January 29 a $2600 loan and by May 
© the first federal 

From the unit commanders you can 
get some fine 


union 


maximum loan. 


testimonials on the 
credit union’s worth. One CO who 
should know is the Air Force’s Lt. Col. 
John Sims, whose exec was the mis- 





Crowded into two rooms, the 
credit union once used parti- 
tions and file cabinets to pro- 
vide a little privacy. Now they 
have their own building com- 
plete with interview room 


Just as they work together on 
official duties, members of all 
four military services (Marines 
not shown) team into Sandia 
Base Military Federal Credit 
Union 


sionary and thesis-writer, Bob Pen 
nington 

Sims says, “At least 90 percent of 
a commander's disciplinary problems 
stems directly from mismanagement 
of funds. I've commanded squadrons 
twelve out of my twenty years in sery 
ice, and. regardless of rank, money is 
the big trouble. The credit union gives 
them some place to turn. One quali- 
fication I make—if the credit union 
is not properly used, it can become 
just another place for the man to bor- 
row his way deeper into debt. The 
credit union has got to make sure 
that the loan is good for the man. If 
private Jones can get an easy credit 
union loan by providing two co 
signers and he turns sour, then you've 
got three guys in trouble instead of 
one. But I'll say this—I never saw 
such a mess of enthusiasm as these 
guys have for the credit union.” 

Another unit commander who has 
put the credit union to good use and 
who has been elected to the credit 
committee is Capt. Ralph Dillard of 
the Army military police. Before the 
credit union came, he acted as a sort 
of individual father-confessor, helping 
some of his men fight their way out 
of the loan shark snarl by suggesting 
that they turn back some merchan- 
dise, work out longer repayments and 
try to squeeze out enough to live 
until they could see daylight again. 
Since the credit union started. he has 
steered four or five men there for 
consolidation loans and has stuck by 
as their financial advisor to see that. 
as Colonel Sims warns, they don’t just 
get deeper in trouble. 

Sandia credit union has found that 


18 





problems and headaches 
don’t afflict only enlisted men. Once 


the credit union ordered a major not 


financial 


to take his car from the base when he 
was transferred until the loan secured 
by the car was fully paid. The credit 
union made the order stick. 

Sandia credit union loans have 
brisk repayment schedules which al- 
ways include some for savings. Every 
$100 loan, regardless of rank of 
the borrower, requires a minimum 
monthly repayment of $15. If a bor- 
rower asks to shave the monthly pay- 
ment, Silva urges him to hold it as 
high as possible. “Then I say if he 
gets in trouble, he can always come 
hack.” 

Talk it over 

First-time borrowers get special at- 
tention. Silva tries to hold a personal 
interview with every person applying 
for a first loan. “Sometimes they have 
to wait,” Silva says, “but they don’t 
mind. Those who can’t stay will come 
back. I think you save time later on 
by sitting down and discussing the 
first loan fully. I've had people come 
to my house and I’ve gone to their 
houses to discuss loans.” 

Loan demand at Sandia puts a real 
strain on the credit committee. Silva 
says, “You might say that our credit 
committee meets almost continuously. 
They don’t pay much attention to a 
regular meeting time but get together 
whenever it’s necessary.” On loan ap- 
plications which the credit committee 
questions, it calls the serviceman in 
for an interview and tosses off a little 


credit counseling when proper. 
Another committee that found the 
work load heavy last year was the 


supervisory committee, headed by Lt. 
Col. E. C. Rogers, Army finance ofh- 
cer at Sandia in charge of a $3 
million monthly payroll and formerly 
boss of a $25 million monthly payroll 
in Germany. Col. Rogers says, “Our 
committee averaged sixteen hours per 
month verifying passbooks. Because 
of little space in the credit union 
office, we could work only one or two 
at a time, then we'd get together 
over the phone to cheek our results. 
We checked every loan to see that 
the purpose was proper, and we called 
some to the attention of the credit 
committee. We verified the cash 
account each month, checked the 
board minutes and expense accounts. 
They are almost frugal down there in 
that office. No, I don’t think it’s hard 
to learn to serve on a supervisory 
committee. A fellow ought to know 
the difference between a debit and a 
credit. Beyond that, if he follows the 
audit manual, he shouldn’t have any 
trouble.” 

As if business weren’t booming 
enough last year, Sandia operated a 
booth for the league last year at the 
New Mexico state fair. On top of 
that, Sandia officers participated reg- 
ularly in chapter affairs and Silva 
served on the state central credit union 
board. 

Nobody could guess, two years ago, 
how the credit union would grow. It 
was in March 1956 that the credit 
union idea took hold at a meeting of 
Sandia base Air Force master ser- 
geants, a social group which meets 
monthly. They had heard of a credit 
union started in May 1955 at Man- 

(Continued on page 23) 
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HE economists may be wrong, but 

it would be dangerous to bet on 
it. They predict, almost unanimously, 
continued inflation for years to come. 
Prices will go up about 2 percent 
each year. Twenty years from now, 
on the average you will be paying 
$135 for a $100 flat; $2,700 for a 
$2,000 car; $270 for a $200 surgical 
operation; $10.80 for an $8 pair of 
shoes. If it costs you $4,000 to live 
today, it will cost you $5,400 to live 
by the same standards in 1978. 

Some think the increase will be 
higher; some think it may be lower. 
But anybody who decides not to worry 
about it is taking a silly risk. 

For the credit union movement, 
this prospect is a challenge to 
strengthen the thrift program. Every- 
where you go, you find dissatisfaction 
with the performance of credit unions 
in encouraging members to save. Ad- 
mittedly, there are credit unions that 
have done a prodigious job in this 
area. Undoubtedly, there is hardly a 
credit union that has not helped some 
of its members to get the saving 
habit. But credit union officers gen- 
erally seem to agree that the thrift 
program has not been handled as well 
as the lending program. They say, 
thoughtfully, that it ought to be better. 

Take a credit union member who 
is approaching 65 and counting on 
social security payments to take care 


of him. If he has averaged $400 a 
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Inflation is a_ challenge 


to credit unions to get 


their thrift program going 


month, he and his wife will collect 
$163 in social security payments. 
Suddenly he is faced by the problem 
of cutting his expenses 59 percent. 
Can he do it? 

He can try. Probably he and his 
wife won’t be spending so much for 
clothes. They may save a little on 
food by not eating out. They may get 
rid of the car. If they have planned 
right, their home is paid for and in 
good repair. They may be able to 
boost their income a bit by renting 
out a room, and they may cut ex- 
penses a little more by raising their 
own vegetables and doing some baby- 
sitting. 

But cutting your expenses in half 
is no cinch. Some expenses normally 
go down for people in their sixties, 
but ethers go up—particularly med- 
ical bills. 

How much savings do people over 
65 usually have to supplement their 
social security payments? Table A 
on page 20, based on Federal Re- 
serve statistics, shows something about 
the situation in early 1957. The lower 
half of the table shows how much 
people had in liquid savings, includ- 
ing shares in credit unions and 
savings and loan associations, govern- 
ment savings bonds and time deposits 
in banks. 

A look at the table reveals the fact 
that 9 percent in the age bracket 
over 64 had $10,000 or more in 


liquid savings. Another 27 percent 
had between $2,000 and $10,000. The 
remaining 64 percent had less than 
$2,000, and almost half of these—31 
percent—had no liquid savings at all. 

If you compare this top age bracket 
with the age bracket just below—the 
group from 55 to 65—you find some- 
thing rather sinister. There is no 
improvement in liquid savings from 
55 to 65. On the contrary, there seems 
to ke some deterioration. Those who 
have a substantial amount of liquid 
savings seem to be holding their own 
through this last working decade, 
but those who have little or nothing 
increase noticeably in number. The 
percentage with no liquid savings 
rises from 20 percent to 31 percent, 
which is surely something more than 
just a statistical fluke. 


Saving without money 


It is easy to plan a savings pro- 
gram for a man who is making $7,500 
a year or more. You can point out 
that a balanced saving program 
should include some fixed-value assets 
and some inflation-geared assets. You 
can suggest that the first thing is to 
build up liquid assets equal to half 
a year’s pay. The next thing is prob- 
ably to own your own home, because 
real estate is supposed to be a hedge 
against inflation. There should be 
adequate insurance, of course, to pro- 
tect the dependents against “loss of 
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income due to the death of the bread- 
winner.” Then it is time to begin 
thinking about a diversified program 
which will include savings accounts, 
government bonds and common 
stocks, perhaps through the vehicle 
of a mutual fund. As time passes, 
this thrifty and hard-working bread- 
winner amasses an impressive estate 
of fifty or sixty thousands of dollars, 
which at age 65 will buy him an 
annual income of $4,000 or $5,000. 
Add this to social security payments 
and you have plenty for a forty-foot 
house trailer, rent payments in the 
most exclusive trailer parks, and 
enough for the doctor. There is noth- 
ing to it if you are in the top 10 
percent incomewise and have the guts 
to deny yourself some of the shinier 
luxuries. 


Not the average 


But this is not the kind of advice 
you can give the man who is making 
$5,000 a year, who is the average 
credit vnion member. If this fellow 
is going to have an estate of $10,000 
a month at age 65, he is going to have 
to start saving $14 a month at the 
age of 30. Or if he delays till he is 
55, he is going to have to save $18 
a month. Or if he delays until he is 
15, the monthly payments will have 
to be $31. (See table B, at right.) 
Meanwhile, he has to be lucky. His 
savings for five years can be wiped 
out by a six months layoff or by a 
catastrophic illness. 

What can be done to help this 
fellow save? It has to be admitted that 
many credit union groups have not 
tried very hard to solve the problem. 
There are some credit unions that 
make no effort to get him to save, that 
even discourage him by placing limits 
on share payments. There are many 
credit unions that have never pushed 
saving as hard as they have pushed 
loans, apparently from the short- 





Total 
financial All 
families 


Not ascertained 


Liquid All 
savings families 
Zero 24%, 
$1-199 17 
$200-499 14 
$500-999 12 
$1,000-1,999 i 
$2,000-4,999 13 
$5,000-9,999 5 
$10,000 and over 4 





(Table A) 
Financial assets within age groups, 1957 


“Families” is used as a more familiar term than “spending units," which is the 
Federal Reserve's language for families that include one-person households. Blanks 
indicate less than '/2 of | percent. Total financial assets includes liquid savings and 
stocks, Liquid savings includes savings accounts in banks, credit unions and savings 
and loan associations; checking accounts and U. S. savings bonds. 


age of head of family 
35-44 45-54 55-65 


20% 
9 


10 
9 
i 
16 
10 
8 








sighted belief that this man’s only 
problem is high interest rates. There 
are credit unions that used to en- 
courage borrowers to add payments 
on shares to their loan payments, but 
don’t do it any more; there are also 
credit unions so dividend-happy that 
they hate to see share capital rise 
higher than loan balances. And yet 
there are plenty of credit unions, with 
members at the $5,000 income level 
or below, that have persuaded 90 
percent of their members to save reg- 
ularly, even without payroll deduc- 
tion. These shall be called the salt of 
the earth. 

What can a credit union do to im- 
prove its savings program? Here are 
a few check points: 

1. Have a heart to heart talk with 
each new member. Persuade him to 





Total 
End of savings 
1950 176,360 
1951 183,709 
1952 195,450 
1953 207,889 
1954 221,887 
1955 234,973 
1956 248,000 
1957 (Sept.) 258,000 





(Table C) 
Growth of individual savings 1950-57, U. S. 
in $ millions 


Savings in 
credit unions 


Credit union shares 
as %, of total savings 








sign up for a systematic saving pro- 
gram. Telephone him or drop him a 
postcard whenever he misses a pay- 
ment on his share account, just as 
you would with a delinquent bor- 
rower. 





(Table B) 


lf you want to have $10,000 in 
savings at 65, here's how much you 
should save each month. 


If you 
are now 
30 
35 
40 
45 
50 


(Figures are approximate, cents being 
rounded.) 











2. Round all monthly loan payments 
and put the extra pennies into share 
accounts. 

3. Hold monthly membership meet- 
ings to discuss family financial prob- 
lems. Get financial experts to discuss 
different types of saving. These don’t 
have to be big meetings; their in- 
fluence will spread. 

4. Have a heart to heart talk with 
each loan applicant. Get him to sign 
for systematic saving. At the same 
time, analyze his whole indebtedness 
picture. Give him the consolidation 

(Continued on page 25) 
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CHAIN LETTER RACKETS 


"TREASURY Department’s savings 

bond salesmen use every legit- 
imate appeal at their command to 
reach their sales goals. But there is 
one type of prospect they deliberately 
turn away. 

That unwelcome customer is the 
“chain letter” addict. Over the years, 
he has harrassed public authorities 
with get-rich-quick schemes involving 
endless chain sales systems for mer- 
chandise, or endless chain appeals in- 
volving cash. 

Now the chain letter fad seems to 
have reached its ultimate in a “March 
of Bonds” chain which promises a 
$50,000 profit, and assures the par- 
ticipant he is patriotically helping the 
government promote the sale of its 
bonds. 

Since each “recruit” in a “March 
of Bonds” chain buys two $18.75 
honds—one for the person at the top 
of the list, the other for the person 
who brings him into the chain—the 
Treasury could do a tidy volume of 
business by encouraging the arrange- 
ment. But the Treasury, the Post Office 
Department and the Department of 
Justice all make it clear that the gov- 
ernment wants nothing to do with a 
scheme which must inevitably lead to 
disappointment and losses for most of 
the people who participate. 

Nobody knows the origin of the 
“endless chain” formula, but it was 
probably used by the ancients in much 
the same form that it has come down 
to us today. There is evidence of its 
use in this country before the found- 
ing of the republic, and endless chain 
promotions are a matter of contro- 
versy in the files of the Post Office De- 
partment as early as 1830. ' 

In its early form, the “endless 
chain” idea was used chiefly to pro- 
mote the sale of merchandise. In the 
1920’s the chain took on a “get-rich- 
quick” involving any- 
thing from a quarter to several dollars. 
Aside from the fact that it wraps itself 
in the flag, the modern “March of 
Bonds” remarkable 
largely because it introduces ingenious 
new devices to frustrate the law of 
averages and keep the chain intact. 

Almost every adult has received a 
chain appeal of one sort or another. 
Some of the cash chains go right to 


connotation 


variation is 
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Credit union members should be warned against 


this intriguing type of sucker game 





the point. They explain cryptically: 
“Send $2 to the first name on the list. 
Add your name and address to the 
bottom, and give copies to 10 reliable 
friends.” 

Others are more exotic. The appeal 
is intertwined with a romantic account 
of the good fortunes which have 
accrued to those who participated in 
the past. Often they end with a mild 
threat: “The curse of the ancient 
Aztecs will fall on you if you break 
this chain.” 

For many people, the receipt of one 
of these appeals poses something of a 
dilemma. Logic tells them they will 
never recover their investment. But in 
compassion for the ten trusting souls 
whose names are on the list (and par- 
ticularly for the “friend” whose name 
is at the bottom of the list) they hesi 
tate to break the chain. 

Yet there is no need for anyone to 
apologize for his decision to toss a 
chain letter in the wastebasket. Inas- 
much as chances of collecting are 








poor at best, postal authorities regard 
all chain schemes involving mer- 
chandise or money as illegal lotteries. 
A decision to help your friend by con- 
tinuing the chain means that you are 
aiding and abetting a violation of law. 

No matter how the scheme is 
worded, officials say, the lure of the 
“endless chain” is always the same: 
Keep the chain intact and everyone 
including yourself will recover his 
investment manyfold. But the pitfall is 
the same, too: for the success of any 
chain operation hinges on a geometric 
progression which requires so many 
participants that the chain inevitably 
runs out of recruits, leaving the late- 
comers stranded and unable to recover 
even their initial investment. 

Except in a few instances involving 
deliberate fraud, postal authorities 
have yet to prosecute anyone who in 
nocently becomes part of a chain. 
Since there is seldom an identifiable 
source for a chain, officials believe 
they are usually generated by ama- 
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teurs is search of excitement. On sev- 
eral occasions when the craze reached 
unusual peaks, postal authorities is- 
sued public warnings. Thousands of 
citizens whose names appear on chains 
intercepted by postal inspectors have 
received routine form letters warning 
them to desist from further encourage- 
ment of an illegal scheme. 

The chain letter phenomenon 
reaches nationwide proportions at no 
fixed intervals, and authorities are not 
particularly about their 
chances of stamping it out entirely. 


optimistic 


“The instinct to get something for 
nothing is deep-seated in the human 
race,” one official observes philosoph- 
ically. “There are always a goodly 
number who are ready to give any 
gambling enterprise a whirl.” 

No reasonably sophisticated human 
should need an electronic computer to 
estimate the chance that his name will 
move through ten levels of a progres- 
sion to reach the top of a list. With so 
many thousands of people involved, 
the chain inevitably gets broken. 
Sometimes this happens because a 
well-meaning participant fails to get 
around to making his ten copies. Or 
some of the people he tries to recruit 
may mutter “tommyrot” and drop the 
appeal in the wastebasket, nipping his 
chances at the very start before his 
name begins to spread through the 
chain 


The early birds 


Long before the end of the nine- 
teenth federal 
courts had examined “endless chain” 
arrangements for the promotion of 
merchandise and decided that even if 
they did not involve outright fraud, 
their encouragement would be con- 


century, state and 


trary to sound public policy. 

Evidence shows that “early birds” 
in a chain can make a profit, al- 
though not the amount suggested by 
the mathematical computations, since 
their name starts near the top of the 
list. Their profit is at the expense of 
those who join late, and it is these 
late-comers who inevitably lose out. 

Our legal attitude toward chains 
was thoroughly explored in the state 
courts of Michigan after an enterpris- 
ing general store operator named 
Oscar Auton hit on a merchandising 
offer in 1890 which seemed to come 
close to perpetual motion. He went 
into action with newspaper ads head- 
lined: “How to get a $60 buggy for 
$3.75.” 
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First step in this process was to 
buy a coupon book from Mr. Auton 
for $15. The book contained four 
coupons which were to be peddled to 
your friends for $3.75 each. 

By selling the four coupons, the 
original purchaser recovered his $15. 
If his four friends each bought a $15 
coupon book from Mr. Auton and 
continued the chain, the original pur- 
chaser was entitled to receive his $60 
buggy simply by paying another 
$3.75. 

In reviewing the scheme, the court 
conceded it might work for the first 
few who participated. But the court 
said it was evident that coupon book 
holders would soon run out of pros- 
pects so that relatively few would ever 
receive a $60 buggy for $3.75. 

“It’s a scheme which on its face 
shows that it cannot work out with- 
out collectively leaving parties with 
these so-called coupon books on their 
hands and is well calculated to deceive 
ignorant people,” the court ruled. 


Get yourself a buggy 


More than thirty years later, Tri- 
bond Sales Corp., New York, used a 
variation of the “$60 buggy” plan as 
a sure way to put an end to its own 
private business recession. By buying 
a “contract” from Tribond, and in- 
ducing three friends to do the same, 
a customer could get $10 worth of 
hosiery for $1. 

Needless to say, the plan wasn’t 
quite that simple. Original contracts 
involved a $4 investment. With each 
contract the customer received three 
coupons which were to be sold at $1 
each to new customers. 

Once the three coupons were sold, 
the original investment had been re- 
duced to $1. If the three coupon pur- 
chasers each proceeded to buy a $4 
contract from Tribond, the first par- 
ticipant received his $10 worth of 
hosiery without further payment. 

When Tribond was hauled into 
federal court by Postmaster General 
Harry S. New, the judges conceded 
that the plan, under ideal circum- 
stances, was on the level. It was good 
business from Tribond’s point of view 
because it received $10 for every lot 
of hosiery it shipped, thanks to the 
contracts purchased by the original 
customer’s friends and their friend’s 
friends. Moreover, when the plan 
worked, the customer actually did get 
a $10 value for $1. 

But it didn’t always work out that 
way. If only two of the coupons were 


sold to purchasers who in turn en- 
tered into a $4 contract with Tribond, 
the original customer had to send 
Tribond $3 more before getting his 
hosiery. When one coupon was sold, 
the customer was required to make 
an additional $5 payment before 
getting merchandise. 

Under these circumstances, the 
court said, the purchaser might get 
a $10 value for $1, or for $5, or $8 
or $10. “What he ultimately paid was 
always a matter of chance which he 
could not control.” 

If Tribond started with 36 con- 
tracts, the court estimated, by the 
tenth progression it would have 
2,125,764 coupons outstanding. Un- 
less the chain were broken, by the 
fifteenth progression, there would 
have to be 516,560,652 customers in 
order for the contract purchasers to 
continue getting $10 worth of hosiery 
for $1. Stressing the element of chance 
involved in Tribond’s perpetual mo- 
tion merchandising device, the court 
concluded: “It would be practically 
impossible for any individual contract 
holder to obtain advance information 
on how far the chain had progressed 
in a given locality.” 

Over the years there have been 
infinite varieties of the endless chain 
merchandising plan. One businessman 
used it to promote the sale of bridge- 
decks. Others have used it for such 
items as handkerchiefs, earrings, pot- 
holders and tea towels. But whatever 
the bait, the concept is the same. By 
selling “coupons” to friends, the orig- 
inal participant is promised he will 
recover his investment and ultimately 


have the merchandise without cost to 
himself. 


Cash preferred 


Although most chains involve well- 
meaning amateurs, the “cash” chain 
is a set-up for a crook. When the 
cash letters first appeared in the early 
1920’s, postal inspectors trapped a pro- 
moter in the Denver area who dis- 
tributed hundreds of letters with his 
own name on the top of the list. As 
the top name, he was the early bird 
who collected. It wasn’t quite as 
profitable as it would have been if 
the entire chain paid off in his favor, 
but he was well ahead of the game 
until he was curbed by a judge whose 
fine converted the profit into a dismal 
loss. 

A more intricate variation of the 
fraudulent chain involved a group 
which used a number of fake names 
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to lead off their chain letter list. 
Hundreds of letters with different 
names (but the same mailing address) 
were mailed to potential suckers. 
Here, too, the results were exceedingly 
remunerative until postoffice inspec- 
tors wondered why so many different 
people received mail at a single 
address. 

At the peak of the “cash” chain 
fad in the 1920's, so many people 
were involved that an enterprising 
stationery firm was able to make a 
legitimate profit from it. To save 
chain letter enthusiasts the trouble 
of typing up copies, it produced a 
standard chain letter form which was 
soon stocked by drug stores and sta- 
tionery shops in many parts of the 
country. 


Closing a loophole 


In 1942 and again in 1947 the 
cash chains were so active the Post- 
master General issued public warn- 
ings. The 1947 version tried to escape 
postal lottery laws by transmitting the 
$2 through the mail without the ac- 
companying list of names. Postal 
lawyers warned that it was erroneous 
to assume that hand-to-hand delivery 
of names outside the mail avoided 
violation of the lottery laws. 

As far back as 1942, chains ex- 
perimented with U.S. savings stamps 
as chain letter currency. The practice 
stopped when postal and Treasury 
officials issued a joint statement warn- 
ing that they were determined to pre- 
vent the “victimizing” of persons 
who bought savings stamps. 

About three years ago, the modern 
“March of Bonds” chain developed. 
At last reports it was still going 
strong. 

Because of its distinctive “security” 
features, it is worth some special at- 
tention. Under the plan the recruit 
invests $37.50. He is assured he will 
get his investment back almost im- 
mediately, and that the plan is so 
closely policed that in a matter of 
days he can expect a deluge of bonds 
totaling $38,400, which on maturity 
in 10 years, will be worth $51,200. 

Although the participant’s name 
must pass through eleven positions 
on the list before all this wealth 
accrues to him, the chain is supposed 
to move swiftly and surely. 

As he joins, the recruit hands an 
$18.75 bond to the person who re- 
cruits him, whose name is at the 
bottom of the list. In addition he mails 
a bond to the person at the head of 
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the list, in the presence of the per- 
son whose name is at the bottom. 

Then the recruit makes two copies 
of the list with his own name in 
eleventh place. By selling these two 
copies he recovers his initial invest- 
ment. He witnesses the mailing of 
two bonds to the person at the head 
of the list and goes away confident 
his own name is about to move into 
tenth place on the four lists which 
will be circulated by the recruits he 
brought into the chain. 

Recently, the Treasury instructed 
all regional savings bond officials to 
go all-out in an effort to stop the 
“March of Bonds” chain. Federal 
Reserve Banks were ordered to refuse 
to issue bonds for “March of Bonds” 
purposes, and the Department of 
Justice was reported to be consider- 
ing the prosecution of a test case. 

Even if “March of Bonds” would 
work indefinitely, Treasury officials 
say they want nothing to do with it. 
“Savings Bonds are issued primarily 
for the purpose of enabling indi- 
viduals and families to save safely 
and regularly for important long 
range goals,” they say. “We want to 
sell as many bonds as possible. But 
always within the framework of thrift, 
and not as a vehicle for this or any 
other get-rich-quick scheme.” 

Although the odds are probably no 
better than they are for a hosiery 
promotion plan or a “March of 
Bonds” sequence, there are some 
“chain letter” operations which are 
viewed more sympathetically by pub- 
lic authorities. Some are merely good- 
will messages, with religious intona- 
tion. One is a lampoon which asks 
the recipient to mail his wife to the 
person whose name tops the list. He 
is promised that he will ultimately 





Military credit union 
(Continued from page 18) 


zano Base, another Albuquerque-area 
military installation. A sergeant from 
Manzano credit union invited over to 
Sandia to speak made it sound good 
enough for the Sandia men to look 
further. 

They went to base commander Col. 
Bailey, who quickly designated Army 
Col. Rogers chairman of a committee 
to establish a federal credit union. 
Rogers turned the fact-finding job 
over to Silva, who applied staff-line 
technique to find out what forms they 
would need, how much money for a 
charter, need for office space, potential 





receive several thousand beautiful 
women. “But don’t break the chain,” 
it warns. “The last man who gave 
this letter to some one who broke the 
chain got his own wife back.” 

Of the “legitimate” chain letters 
the one which appeals most to postal 
authorities is the post-card chain which 
is circulated by youth organizations 
like the Boy Scouts. 

In these chains, young people are 
ask to send a picture post-card to 
a person at the head of a list of four 
names, and then to give copies to 
four friends. The investment consists 
solely of postage and one postcard. 
The chain supposedly has educational 
value since lists may wander through- 
out the country so that the participant 
may eventually get 64 postcards from 
many distant and interesting places. 

Even these chains often use special 
appeals in an effort to prevent a 
breakdown. Cub Scouts are advised 
they can earn their “collecting” 
badge by joining in a post-card chain. 
And in an appeal to conscience, the 
chain letter sometimes contains an 
afterthought. “If you are not planning 
to cooperate give this letter to some- 
one else. Some of the people in this 
chain are polio victims and it would 
not be nice to disappoint them.” 

The use of threats or “tear jerk- 
ing” appeals is offensive to postal 
authorities, but they prefer to see the 
bright side of the post-card chain 
letter. “If the chain works, the kids 
learn something interesting,” one 
post office lawyer says. “And since 
most of the chains won’t work, some- 
thing good comes out of it anyway 
because a lot of kids are learning 
that the endless chain isn’t as sure- 
fire as it appears.” 


size and affiliation with local and na- 


tional credit union organizations. 

By a notice in the base Daily 
Bulletin, Rogers and Silva advertised 
an organization meeting at the base 
theater. Attendance was medium, but 
enthusiasm was hot. From there the 
credit union arranged for office space 
and finally opened early in November 
1956. By the end of the month, the 
credit union had $9606 in shares; a 
month later it had $30,787 in shares, 
$28.617 out in loans with more than 
500 members. 

In these early days, Sandia credit 
unionists got help from H. B. Flores 
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Jr.. treasurer of the Postal Credit 
Union and treasurer of New Mexico 
Central Credit Union; from Page 
Miller, Bureau of Federal Credit 
Unions examiner, from a CUNA Mu- 
tual field representative, and from 
J. F. Reynolds, then acting managing 
of the New Mexico Credit 


Union League. 


director 


During January, the credit union 
established office from 7:30 
a.m. to 4:30 p.m. Also in that month 
$10,000 

Employees Credit 


hours 


they borrowed from Los 
Alamos Federal 
Union to help keep pace with bur- 
geoning loan volume. Not until the 
end of May did Sandia have its first 
delinquency problem, and that only a 
$185 loan which fell in the two-to-six 
month column. Regarding borrowers, 
Sandia initiated two separate letters 
which lend a touch of warmth. In a 








The rapid growth of Sandia Base Military 
Federal Credit Union is shown in the fol- 
lowing month-by-month statistics: 

Loon 
Assets Shores Balance 
S$ 9.647 $ 9,606 $ 7,690 

30,925 30,787 28,617 

69,158 48,753 66,110 

92,899 67,417 86,634 

114,982 89,152 113,369 
144,957 133,331 140,643 
174,969 141,822 166,613 
215,926 147,063 215,367 
229,130 159,005 225,067 
246,836 174,822 243,305 
289,943 195,166 274,856 
303,255 207,862 298,500 
340,545 228,130 331,131 
352,122 237,672 346,526 
363,496 255,141 355,467 
397,825 286,963 378,512 
413,640 300,336 393,826 
435,775 326,482 421,559 
469,994 331,768 455,290 


March 31 


April 30 
May 31 1678 











letter to new borrowers, the credit 
union reminds them of their obliga- 
tions and encourages a small amount 
of regular savings while the loan is 
being repaid. Then, after a loan is 
paid on which co-signers are used as 
loan security, a letter goes to each co- 
signer telling him that his obligation 
has been fulfilled. 

Command at Sandia paid the credit 
union recognition when it put the 
credit union on base clearance. This 
means that any man, before getting 
his discharge or transfer, must have 
clearance from the credit union. This 
gives the credit union one last chance 
to make arrangements for loan pay- 
ments, to arrange to continue Class E 
allotments for savings even though 
the serviceman may be going to an- 
other base, or to make one final pitch 
for membership before the serviceman 
leaves the field of Sandia membership. 
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A military budget plan 


At Sandia Base Military Federal 
Credit Union in New Mexico, there’s 
a debt limit plan which allows a man 
to buy some needed item every month 
while continuing to build savings and 
limiting his debt to a pre-agreed total. 


Say a man agrees to a debt limit 
of $300. He won't borrow over that 
except in emergencies; then he'll pay 
back to the limit as soon as possible. 

On January 1 he borrows $300. 
Monthly payments are set at $50 to 
principal and $5 to combined in- 
terest and savings. The first month he 
pays $3 interest and $2 to savings, 
with $50 to principal. The second 
month savings and interest balance 
off at $2.50 each. For the third month 
he pays $2 interest but puts $3 into 
savings. 

By this time, at $50 a month to 
principal, he has paid his loan down 
to $150. Then he borrows another 
$150, putting his loan balance back 
to the limit of $300. This goes on in 
three-month cycles. At the end of the 
year he has spent $750 of borrowed 
money and he has a loan balance of 
$150 which he puts back up to $300 
and starts the cycle again. Also in 
that year he has paid $30 in interest 
and has saved $30 plus any dividends 
declared by the credit union. 


This plan fits on top of regular 
living expenses. To start it, you take 
usable salary and deduct regular ex- 
penses like rent, food and car opera- 
tion. If you've got room for a savings 
program in addition to the savings 
built into the debt limit plan, that’s 
fine, but it’s not essential to success 


of the plan. 

What can you do on this plan? 
Here is a sample five-year plan 
adopted by Sandia Treasurer M/Sgt. 


James J. Silva: 
FIRST YEAR 

Item Price 
Television set with trade in _..$200 
Bedroom set — 
Be ike rk 
Silver set 
Toaster 


Clothes 
Miscellaneous 


TOTAL -- 


SECOND YEAR 


Dinette set 


Vacation 
Clothes 
Christmas 


China $ 75 
Living room set --.---------. 250 
Vacation 


40 
a a al i $600 


FOURTH YEAR 


Fishing and hunting gear 
ES 
Vacation 

Christmas 


TOTAL ------ 


FIFTH YEAR 


Car maintenance ______--__- 
Vacation 

Christmas 

Car insurance (5 years) 


TOTAL 


Here, Silva says, the cycle starts 
again. Things that you bought in 
the first year will begin wearing out 
or parents’ and children’s needs will 
change. 

Over the five years, you have spent 
$3150. Paying this off at $50 a month 
and borrowing an additional $150 
every three months, you pay $150 
interest and you build savings of $150 
plus dividends. 

To those who say that this plan 
keeps a member constantly in debt, 
Silva points to the federal credit union 
by-laws which say a credit union 
should help “stabilize credit.” He says 
that this is done through imposing a 
debt limit. 

In addition to this debt limit plan, 
Silva advises a “bumper” savings ac- 
count equal to six months’ pay to 
handle emergencies. 
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Savings Needed 


(Continued from page 20) 
story; tie it in with his savings pro- 
gram. 

5. Use posters, leaflets and other 
advertising materials. 

6. Keep your credit union costs at 
a level where you can afford to have a 
cash surplus and still pay a 2 or 3 
percent dividend. Build an investment 
program, if necessary, that will help 
keep the income up. 

7. Give prizes for consistent sav- 
ing records. Set goals. Stage contests. 
Encourage children’s accounts. 

There is nothing in this list that is 
not being done by some credit unions. 

It is time that the credit union 
movement paid serious attention to its 
thrift service. 


Federal Reserve 
(Continued from page 12) 


this field, substantial inaccuracies had 
developed, despite the fact that 
monthly information was being sub- 
mitted by 100 sales finance companies 
holding two-thirds of the installment 
paper in this field. 

For its “benchmark” on _ retail 
credit, the Board relies on the Census 
Bureau’s annual survey of retail 
trade. On a monthly basis, it receives 
reports from 400 department stores, 
all four principal mail order houses, 
250 furniture stores, and 250 house- 
hold appliance stores. Service credit 
figures are projected from such 
sources as American Gas Association 
and Edison Electric Institute. 

Much of our present insight into 
the complexity of the consumer credit 
system stems from the experience of 
the Board’s staff in attempting to per- 
fect the accuracy of the monthly 
credit reports. Despite the careful 
study that goes into the preparation 
of samples for each type of financial 
institution, the periodic benchmark 
studies often turn up distortions in 
the results. 

In 1953, studies covering several 
major sources of credit demonstrated 
that the monthly adjustments under- 
stated the outstanding volume of 
credit by about 7 percent, so report- 
ing was substantially reorganized to 
place increased reliance on the finan- 
cial institutions holding the paper 
rather than the retailer making the 
loan. But further adjustments were re- 
quired in 1956, after new benchmark 
studies showed the total was again 7 
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Time to plan for 


CREDIT UNION DAY! 


Caribbean Tour For Two, Prize 
For 1958 “Brothers’ Keeper” 

A trip for two around the Carib- 
bean islands, including famous ports 
in eight lands, and visits with credit 
union leaders there, will be the award 
for the 1958 “Brothers’ Keeper.” 

Highlight of the international Credit 
Union Day celebration again this year 
will be the selection of the interna- 
tional “Brothers’ Keeper” from league 
“Brothers’ Keepers” which have been 
named from among chapter winners. 
The person named, judged on the 
basis of a lifetime of volunteer credit 
union service, will receive the expense- 
paid trip for two in the Caribbean. He 
or she will also be specially honored 
on Credit Union Day. 


CU Day Plans Under Way 

Chapter and league officers have re- 
ceived from CUNA their Credit Un- 
ion Day Kits, designed to help them 
celebrate Credit Union Week and 
Credit Union Day, October 16, in 
their communities. 

Particular stress this year is on 1) 
getting every credit union and credit 
union member to observe the holiday 
in some manner, and 2) getting the 
ball rolling now so that by fall credit 
union officers will be all set to get the 
maximum value out of the event. 


Urge Every Credit Union 
Celebrate 

“By October 16 there will be 25,000 
credit unions in operation with well 
over 12.7 million members,” W. O. 
Knight Jr., CUNA president, predicts. 
“Imagine what an impact it would 
make if all these credit unions and 
their members would mark Interna- 
tional Credit Union Day in their com- 
munities! 

“Credit unions don’t have a lot of 


money to spend on advertising but 
they have the advantage of numbers; 
millions of members as volunteer 
helpers. This is worth much more,” 
Knight said. 

Credit union chapters will be re- 
sponsible for coordinating all credit 
Union Day events in their communi- 
ties, and the general chairman should 
work during the summer with his 
committee for best results, CUNA’s 
Public Relations Department advises. 


Check List For Credit Union Day 

© © Get the support of community 
leaders by telling them about 
credit unions and Credit Union 
Day; 
Publicize Credit Union Day with 
posters, banners, bumper stick- 
ers on cars, specially stamped 
stationery and envelopes, etc. 
Advertise in newspapers, on ra- 
dio and television: 
Provide news and feature stories 
to newspapers, radio and tele- 

vision stations; 

Hold open house for members, 

families and friends; 

Place displays in store windows, 

libraries, clubs; 

Show credit union movies such 

as “A Penny Saved,” “Til Debt 

Do Us Part,” “King’s X”; 

Sponsor a drive to organize new 

credit unions, build membership 

or increase shares; 

Have a party, picnic, banquet, 

dance or other get-together that’s 

fun; 

Confer honors, prizes, certifi- 

cates of merit to outstanding 
credit union volunteers ; 

“The important thing is to get 
started on your planning now,” the 
CUNA Public Relations Department 


FREE CREDIT UNION DAY KIT 


Packed with ideas, plans and materials to help you make Inter- 
national Credit Union Day, Thursday, October 16, a “Red Letter 
Day” in your community. A kit has been mailed to each league 
and chapter. If you want a copy, just mail the coupon. 


PUBLIC RELATIONS DEPT. 
Credit Union National Association, Madison, Wis., Hamilton, Ont. 
Please send free Credit Union Day Kit to: 











percent too low, largely because of 
faulty reporting for finance com- 
panies and outmoded information 
about retail receivables. 

The 1953 revision was funda- 
mental. Under earlier procedures all 
credit originating at retail establish- 
ments had been reported as “sale” 
credit, even though the loan was sold 
by the retailer to a bank or other 
financial institution. Banks were 
credited only with direct loans to in- 
dividuals. 

Through surveys conducted in 
1952, the Board discovered that re- 
tailers originated 58 percent of all 
installment loans, but retained only 
15 percent. On the other hand, finan- 
cial institutions directly or indirectly 
acquired 85 percent of all installment 
credit. 

To provide a more accurate picture 
of the workings of the credit system, 
old headings were scuttled in 1953. A 
new format was adopted lumping to- 
gether all loans made by financial 
institutions whether direct or pur- 
chased from retailers. Consistent with 
this, retailers were asked to report 
only the credit they extended and 
retained. 

Under the formula adopted in 
1953, the monthly report provides 
sub-totals showing the volume of in- 
stallment loans held by five major 
classes of lenders: commercial banks, 
sales finance companies, credit 
unions, consumer finance companies 
and “others”. Retail sales are broken 
down to give sub-totals for depart- 
ment stores, furniture stores, house- 
hold appliance stores, automobile 
dealers and “others”. 


Adding them up 


A second major table tabulates the 
volume of installment and non-install- 
ment credit regardless of holder. For 
installment credit, it provides four 
sub-totals: automobiles, other con- 
sumer paper, repair and moderniza- 
tion loans, and personal loans. The 
non-installment group provides sub- 
totals for single payment loans, 
charge accounts and service credit. 

Supplemental tables are provided 
refining the figures for commercial 
banks, sales finance companies and 
“financial institutions other than 
commercial banks and sales finance 
companies” to provide distributions 
for each by automobile paper, other 
consumer paper, repair and modern- 
ization, and personal loans. A sup- 
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plemental table for non-installment 
credit identifies single-payment loans 
by commercial banks, and charge 
accounts by department stores. 

Beginning in 1954, special tables 
on monthly extensions and repay- 
ments were introduced in an effort 
to provide better information about 
velocity of installment loans and re- 
payments. Extensions and _ repay- 
ments are reported separately for 
each of the four major types of loan, 
and for commercial banks, sales 
finance companies, “other financial 
institutions” and _ retail outlets. 
Through a duplicate set of “adjusted” 
figures, computed on a “ratio-to- 
moving-average” formula, the Board 
provides information on extensions 
and repayments reflecting seasonal 
variations and differences in number 
of trading days. 


Extensions and payments 


From the report on extensions and 
repayments, the Board attempts to 
indicate more reliable information 
about current developments in credit 
volume and terms. From past ex- 
perience it knows that credit exten- 
sions are more dynamic and volatile, 
reflecting directly the impact of 
changing market conditions, while re- 
payments are governed by past con- 
tracts, reflecting current conditions 
only to the extent that delinquencies 
or prepayments vary. 

By singling out credit extensions, 
the Board attempts to indicate the 
current and prospective burden of 
debt, although the report itself does 
not provide information about the 
terms of the new contracts that are 
being written. 


For most purposes, including its 
own requirements in monitoring the 


volume of new credit sales, the 
Board’s figures may be fully ade- 
quate, regardless of occasional in- 
accuracies. Nevertheless, like all sta- 
tistics, they can be dangerous to users 
who are unaware of some of their 
significant weaknesses. 

By the Board’s definition, con- 
sumer credit includes all credit used 
to finance the purchase of commod- 
ities and services for personal con- 
sumption or to refinance debts orig- 
inally incurred for such purposes. 

Often, however, it is impossible to 
distinguish between consumer and 
producer debt. In the face of such a 
dilemma, credit for automobiles used 
for both consumption and business 


purposes is included, while loans to 
farmers are entirely excluded. Al- 
though the consumer credit concept 
logically includes real estate mort- 
gages on owner-occupied houses, this 
type of credit traditionally has been 
omitted. Loans against life insurnace 
policies are excluded because many 
are known to be for business pur- 
poses. Loans from one individual to 
another, or from businesses to their 
employes—although believed to be 
substantial in volume—are omitted 
for lack of reliable information. 


Even with meticulous care in the 
preparation of reporting procedures, 
important impurities creep into the 
figures. Given its way, for example, 
the Board wants revolving credit re- 
ported in the installment account 
since revolving credit involves sched- 
uled periodic payments. Experience 
shows, however, that many stores still 
classify revolving credit under charge 
account credit, and are unable to pro- 
vide information in the form re- 
quested. 

After fifteen years of experience, 
the Board has organized the credit 
reporting system so that reports ap- 
pear almost without fail within 30 
days after the end of a month. 

Many consumer credit experts in 
government feel that more federal 
work in the field of consumer credit 
statistics is inevitable. But they recog- 
nize there are good, logical reasons 
why the development of additional 
reports, particularly those dealing 
with the quality of credit, will come 
slowly. 

Aside from its reluctance to load 
additional chores on its friends in the 
business world, the Board must sense 
that the development of qualitative 
statistics would lead to controversies 
which are sure to alienate supporters 
of the present programs. 

At best, statistics on such subjects 
as repossessions, dé6wn payments and 
number of months to repay would be 
no substitute for the good judgment 
of the credit officer faced with a loan 
application. Yet the mere publication 
of many kinds of quality statistics 
would certainly embroil the Board in 
a mess of arguments. 

Publication of data on delin- 
quencies, for example, would be a 
particularly fertile field for vitriolic 
discussion. Whether a loan is written 
off in a particular instance may often 
be a matter of company policy. 
Usually it depends, too, on whether 
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the company has an aggressive collec- 
tion policy. Or the volume of de- 
linquencies may be camouflaged in 
some instances through liberal re- 
financing arrangements. 

Given a free hand, consumer credit 
specialists in government might advo- 
cate many innovations, covering 
such topics as repossessions, refinanc- 
ing, terms, rejections, or forms of 
security. One such innovation, to ob- 
tain information on repossessions, at 
least from commercial banks, is a real 


Investments 
(Continued from page 11) 


associations pay semi-annual divi- 
dends. But they are authorized to pay 
dividends at quarterly intervals. Many 
state associations have been on a 
quarterly basis for a number of years. 

Most associations pay dividends for 
the full month on all share money 
which reaches them by the tenth of the 
month. In some associations this date 
varies from the fifth to the fifteenth. 

Dividend rates vary in different 
parts of the country. In some sections 
| percent is the current rate. In others 
it is 344 percent. Four percent is not 
hard to find. 

Share insurance. When a savings 
and loan association states that its 
shares are insured up to $10,000 for 
each individual or corporate in- 
vestor, it is important to determine 
who the insurer is. There are a num- 
ber of other insurers in addition to the 
Federal Savings and Loan Insurance 
Corporation. Recently a savings and 
loan association advertised that its 
shares were insured. But inquiry re- 
vealed that the insurance company 
was located somewhere in North 
Africa. If this association had become 
insolvent, the investors could quite 
possibly have suffered a 100 percent 
loss. 

Only FSLIC-insured associations 
may be used by federal credit unions. 
And while this statutory restriction 
may not apply to all state chartered 
associations, they should exercise all 
pessible care in informing themselves 
in regard to the assets and reputation 
of the insurance carrier used by in- 
vestment-seeking savings and loan as- 
sociations. A number of investment 
houses assist their credit union clients 
by recommending only FSLIC-insured 
associations. 

Borrowing against shares. Most sav- 
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possibility in the near future. Others, 
particularly on terms and refinancing, 
could eventually materialize if there 
is sufficient, articulate demand. 

Still, the introduction of “quality” 
factors on a large scale in the Fed- 
eral Reserve monthly reports should 
not be anticipated until the Board 
itself feels a compelling need. In the 
quality area, where complete cover- 
age of the entire industry is less essen- 
tial, federal officials seem inclined to 
leave the initiative to private services. 


ings and loan associations are willing 
to make loans based upon shares as 
collateral. But they can do this only as 
long as the investor has no withdrawal 
request pending for the same funds, 
Credit unions frequently include one 
or two local associations in their 
geographically diversified investment 
program so that they can use their 
share collateral as a convenient source 
for additional short-term credit. 


Withdrawals. There are two gen- 
eral types of savings and loan associa- 
tion investments. One is the certificate 
type, issued in units of $100 with 
dividends mailed automatically. The 
other type is the passbook investment, 
which can be for any amount with 
dividends credited to the passbook 
when earned. 


Withdrawal of certificates necessi- 
tates a letter to the association request- 
ing a withdrawal form. After execut- 
ing this form and endorsing the 
certificate, the credit union sends both 
items to the association via registered 
mail. Unless a withdrawal notice is 
required, the credit union immedi- 
ately receives the face amount of its 
investment by check. Or, in the event 
of a partial withdrawal of the face 
value of the certificate, the credit 
union would receive a check together 


Bi-racial harmony 
(Continued from page 6) 
Currently the guaranty fund stands at 
$206,000 against outstanding loans of 

about $2,500,000. 

In the new Teachers’ Credit Union 
home, dedicated in May 1957, staff 
members have comfortable working 
conditions. Claywell is the only man 
on the eight-person staff. Women em- 
ployees have private lockers similar to 
those in a school hallway in which 
they lock their personal belongings 





with a certificate for the correspond- 
ingly smaller amount. 

Withdrawals of passbook shares 
require a letter to the association re- 
questing withdrawal of the amount 
desired. This letter should be sent via 
registered mail and should be accom- 
panied by the passbook. The associa- 
tion will immediately mail its check 
to the credit union, unless it has 
previously invoked its statutory with- 
drawal notice. 

In summary, here are some recom- 
mendations for a credit union with 
surplus cash: 

1. Analyze your small loan service. 
Are you lending an average of $750 
per borrower? Are you spending 3 
percent of your gross for advertising 
and education? Have you given plenty 
of effort to suggesting consolidation 
loans where justified? Do your mem- 
bers know the interest rates they are 
paying elsewhere? Your Operation 
Impact kit will help you evaluate your 
potential. 

2. Have you checked to see whether 
other credit unions want to borrow 
from you? Have you checked with the 
League? Are you making good use of 
the central credit union or league 
interlending service, both for borrow- 
ing and for investing ? 

3. Have you established friendly 
relations with local banks and savings 
and loan associations? Discuss your 
investment and borrowing problems 
with them and see what suggestions 
they make. 

1. Perhaps you need to set up an 
investment committee. A number of 
larger credit unions have done this 
with beneficial results. 

5. Keep in mind these points: Your 
basic service is small loans, and no 
investment program should be _per- 
mitted to interfere with it. On the 
other hand, your investment program 
should make it possible to promote 
thrift steadily and hard. 


including purses, so that personal 
money is kept entirely separate from 
credit union windows. The credit 
union furnishes free lunch and free 
drinks during the day. For five years 
the credit union has borne full ex- 
pense of Blue Cross-Blue Shield pro- 
tection for employees. The employees 
have no retirement program, but the 
credit union is developing a life insur- 
ance program to cover the husbands 
of employees. 


A salary schedule worked out last 
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year puts starting pay between $200 
and $250, which Claywell says is 
comparable to other similar jobs in 
Tampa. Every job has a merit increase 
of $25 a year for five years, with 
merits determined by an officers’ com- 
mittee. A morale booster instituted in 
1951 was to establish a work week of 
9 a.m. to 5 p.m. Monday through Fri- 
day. Some members protested the Sat- 
urday closing, but Claywell says he 
knows that this has helped to attract 
hve tter employees. 

Better than $200 a month from 
credit union income goes to building 
maintenance. Of that, $51 is for in- 
terior and exterior landscaping: 

weekly check of all 


fluorescent lights and immediate re- 


ciao’ 2 
$32.75 for a 


placement of burned-out tubes, plus a 
yearly cleaning of the false-skylight 


lighting system; $106 for daily clean- 
ing of floors and washing of exterior 
glass areas; $5 to raise and lower the 
American flag in front of the build- 
ing; and $26 a month for music piped 
throughout the building from a 
Tampa FM radio station, with all com- 
mercials silenced. 

The credit union conference room, 
named in honor of Claywell, is open to 
any school groups or related groups 
such as P-TA. One school faculty 
meeting was held there at which the 
credit union was explained and in- 
cluding a tour of the building. 

Close relations with the credit union 
and the school administration go back 
to the early days, but this has never 
included payroll deductions. Claywell 
likes to say, “We have proved that a 
eredit union can grow without pay- 
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: suggestions to the board of directors to 
reduce exposure to burglary, robbery and 
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special purposes. 


on hand. 


f 100% 


The 100 Percent Blanket Bond 
MUTUALS OF WAUSAU. 


Deposit money in the bank at regular intervals daily when pos- 
sible. Observe the laws and bylaws that govern the operation of 
your eredit union. Give consideration to the use of armored car 
service. Obtain the advice of local law enforcement officials. 


Take special precautions when you bring larger-than-average 
amounts of cash to the credit union for check cashing or other 


Dependable safeguards, such as a modern steel safe, properly 
anchored—locked file cabinets, and other similar equipment are 
recommended for the protection of money and valuable papers 
that must be kept in the office. 


Keep changing the routing of your messenger service. Don’t en- 
danger the lives of employees by keeping large sums of money 


Your credit union can be protected against future losses with a bond limit 
of the credit union assets up to $1,000,000 (or $2,000,000 optional 
coverage if credit union total assets 
dishonesty of officers and employees, burglary and theft, misplacement and 
mysterious disappearance, forgery and alteration, damage to money and 
securities by fire, vandalism and malicious mischief. It may also provide 
‘faithful performance of duty coverage (required for Federal credit unions 
ind some State chartered credit unions). 


[his coverage is written assuming that the credit union will use good judg- 
ment and exercise reasonable precautions in order to safeguard funds. 


are $1,000,001 or more) covering 
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Write for Complete details now. 


CUNA INSURANCE SERVICES DEPARTMENT 


Bonding Service 


MADISON, WIS. 


Ld HAMILTON, ONT. 








roll deductions.” The school personnel 
office furnishes every job applicant 
with a copy of the booklet, “What Is a 
Credit Union?” Top school adminis- 
trators are not encouraged to seek 
credit union office, but two of Flor- 
ida’s leading schoolmen, the present 
county school superintendent and the 
state school superintendent, hold ad- 
joining passbooks, numbers 1026 and 
1027. 

The lack of payroll deduction places 
an extra premium on using passbooks 
for all transactions. Teachers’ Credit 
Union has an ironclad rule that no 
money will be disbursed for loans or 
share withdrawals unless the passbook 
is presented. “No, I wouldn't say 
there’s any difference between the 
races in the way this rule is lived up 
to,” Claywell said. “It’s an individual 
matter. Now that they know we put 
teeth in it, they're pretty good about 
bringing them.” Loans may be ar- 
ranged by phone or mail. 


Policy file 


Last year the Teachers’ Credit 
Union board realized that after 
twenty-four years no one, not even 
Claywell, was completely sure of board 
policies. So the board asked staff to 
check every set of minutes and to 
classify board policies by subjects. 
Now, in a 3-by-5 card file, you can 
find the board’s policy on every sub- 
ject that it has considered. 

Other teachers’ credit unions often 
arrange special loan repayment sched- 
ules for summer months, because 
many of their members are without 
salary two or three months out of 
twelve. The Hillsborough County 
group goes along with this routine, 
waiving principal payment for sum- 
mer months and collecting three 
months’ interest in June. But Hills- 
borough goes even further by adding 
a “spare tire”—a fourth month out of 
every twelve when principal payment 
can be waived. This may be attached 
to the three summer months, or it may 
be taken in December, at tax-paying 
time or any time when cash is short. 
In a loan study at the end of February 
this year, the staff found that average 
amount of original loans of the 2171 
loans in force then was $1533. This 
was scheduled for full repayment in 
22.68 instalments, but these instal- 
ments were stretched over 31.81 
months. Every loan is set up showing 
the number of payments and the num- 
ber of months. Claywell says whites 
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‘4,600 accounts—and Burroughs Accounting Machines 


complete our monthly trial balance in a day!” 
says J. H. Friedman, Treasurer-Manager, The Pannonia Federal Credit Union, Philadelphia, Pa. 


And that’s just a sample of Burroughs Sensimatic speed! 
Listen to what else Mr. Friedman has to say about 
Burroughs Sensimatic accounting machines: 

Speed e “‘As many as 1,000 members come in each 
Monday, yet our 4 Sensimatics handle 
all transactions rapidly, accurately and 
smoothly. Speed is assured because a mem- 
ber’s share and loan ledger, passbook and 
a journal are posted in the same operation. 


Simplicity e “‘All the operator does is index the correct 
figure, touch the motor bar, and the Sensi- 
matic accounting machine does the rest— 
all the computations are automatic. 


To round out their modern operation with the most up-to-date micro- 
filming equipment, too, The Pannonia Federal Credit Union 
installed a Burroughs Micro-Twin. Result: Savings in time, filing 
space and complete record protection. 
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Accuracy e “The Sensimatic makes it possible to return 
members’ ledgers to the tray immediately 
after a transaction, without the complica- 
tion of later verification, reconciling and 
then re-filing. 


Versatility e ‘In preparing our monthly trial balance, we 
use the versatile Sensimatic as a multiple- 
total adding machine for listing loan and 
share amounts and balances.” 


Imagine having these advantages at work on your credit 
union accounting! Why not get the full story and a 
demonstration. Just call cur branch, or write Burroughs 
Corporation, Burroughs Division, Detroit 32, Michigan. 


Burroughs and Sensimatic—TM’'s 


Burroughs 
Corporation 


‘ 


“NEW DIMENSIONS / in electronics and data processing systems” 


Bone Re) 








and Negroes use this “spare tire” and 
the regular summer interest waiver 
about equally. 


Directors of Teachers’ Credit Union 
believe that people keep track of 
money better if all amounts are stated 
in even dollars. Loan totals and re- 
payments are set up in even $5 and 
$10 amounts whenever possible. 

The 1938 by-law change which took 
in Negro teachers of Hillsborough 
County was only the first of several 
expansions of the field of membership. 
In July 1941, bus drivers and im- 
mediate families were included; in 
January 1949 janitors and bus me- 
chanics; in November 1953 school 
employees in five neighboring coun- 
ties, though the credit union operated 
in only one as an experiment during 
the first year, then moved into the 
other four counties. In January 1956 
the field opened to all employees of the 
credit union and in January 1957 to 
three more nearby counties. The most 
recent charter change occurred in 
March 1957, when the board was in- 
creased from seven to nine members 
and the credit committee was reduced 
from five to three. Two of the three 
credit committee members are credit 
union employees. They meet daily to 
approve applications, then carry the 
signed applications to the third mem- 


ber at the county school office a block 
away for completion. 


Covering the state 


The expansion of Hillsborough 
County Teachers’ Credit Union to 
other counties was the first of what 
will become a state-wide blanket of 
credit unions for teachers. Of Flor- 
ida’s sixty-seven counties, teachers in 
nineteen do not have credit union 
service. From state education depart- 
ment rolls, this means about 3000 
people, or about one-tenth of Florida’s 
32,000 teachers. These people are 
going to be served by annexation into 
existing credit unions, using the com- 
mon bond of profession and not of 
common employer. As they form their 
own credit unions, they will lose eli- 
gibility for membership in the annex- 
ing credit union. Florida’s present 
forty-four teachers’ credit unions in- 
clude five or six in colleges and eleven 
with federal charters. If federal of- 
ficials do not allow annexations, there 
should be enough state chartered 
credit unions to cover the state. Clay- 
well figures prominently in this ex- 
pansion program because, as chair- 
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man of the credit union committee of 
the National Education Association, 
he was largely responsible for putting 
the NEA on record in favor of “credit 
union service available to every school 
employee in the United States.” Clay- 
well also is chairman of the Florida 
Education Association committee on 
credit unions. 

Until May 1957 the credit union 
home was in the county courthouse, 
near the county school office. For sev- 
eral years, however, the credit union 
officers had seen that moving into its 
own office was inevitable. They 
planned ahead by placing some of the 
undivided profits each year in a 
building fund. 

With this accumulation, then, the 
credit union was able to put in 


$93,000 from undivided profits and 
$27,000 from 1957 operations towards 
the $200,000 investment in build- 
ing, property and equipment. The re- 
maining $80,000 is being written off 
at $5000 a year. Including deprecia- 
tion and payment, the board figures 
that the building will cost $12,000 a 
year, not including $3000 a year 
property taxes. 

Most important, Claywell believes, 
the members feel that they own this 
credit union. As members are added 
to staff, they are carefully trained to 
understand the meaning of full serv- 
ice to all members on an equal basis. 
This is the fact that explains Hills- 
borough County Teachers’ Credit 
Union’s persistent and spectacular 
growth. 


IN THE MAIL 


Thanks to friends 
To the Editor: 


The number of expressions of sym- 
pathy sent me has been so great that 
I find myself unable to respond to 
them individually, much as I would 
like to do so. In many cases tele- 
grams and flowers were sent by credit 
union friends of Dutch whose ad- 
dresses I cannot find. Therefore, if I 
may I would like to express through 
your columns my great appreciation 
for all the wonderful messages and 
flower memorials I have received. 
They have indeed been a consolation 
and an inspiration to me, for which 
I am exceedingly grateful. 

Mrs. Gurden P. (Esther) Farr 
Detroit, Michigan 


Credit union tour 
To the Editor: 

In the February issue of The Bridge 
was a story on United Brotherhood 
Credit Union in Berlin, N. H. Since 
I was planning an Easter vacation 
trip to New Hampshire, I wrote to 
Sherman A. Twitchell, president of 
the credit union, with reference to 
visiting his office and touring Brown 
Paper Company paper and pulp fac- 
tories. 

The warm, friendly reply said, “1 
work the late shift, but will be glad 
to give up my leisure hours to take 
your party through the plant.” We 
were taken on a tour, where we saw 


logs and chips of wood turned into 
finished paper. 

We visited the credit union offices 
on the second floor of a building in 
downtown Berlin. This comparatively 
new credit union has a modern book- 
keeping machine with comfortable 
office space and it takes care of the 
myriad details that go into making 
a successful credit union. 

We all talk the same credit union 
language whether we be a Pennsylva- 
nian, New Yorker, Californian or 
from up north in New Hampshire. 
Our hopes, our problems, our desire 
to help our neighbor, co-worker or 
fellowman are inherently our first 
consideration and always come to the 
fore in any discussion in large groups, 
at conventions or just between a few 
of us meeting for the first time. 

Ben Shapiro 
Philadelphia, Pa. 


Advertising pays 
To the Editor: 


While a critic of credit unions was 
telling the Savings and Loan League 
of Connecticut that credit unions 
“bear watching” since they have 
“ambitions in the housing mortgages 
and home modernization and repair 
fields,” out in Chicago a Philadelphia 
banker was telling the Chicago chap- 
ter of the American Institute of Bank- 
ing that during the past eleven years 
savings and loans’ savings accounts 
have increased 375 percent while 
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1. Keep your car in good 
mechanical condition. Worn- 
out tires are bad on slippery pave- 
ments, and loose brakes are an invita- 
tion to trouble. Remember: if you pay an 
auto repair bill you may avoid paying a 
hospital bill. 






2. Learn to observe the road situation ahead- 
in the city, about a block; out on the highway, 
at least half a mile. This way you'll avoid 
any mix-ups that might be caused by obstruc- 
tions. 


3. Be prepared for an emergency. If your car 
goes into a skid, don’t slam your foot on the 
brake; instead, let up on the gas and steer in 
the direction of the skid until you regain control. 
If your brakes fail, try the handbrake. If that 
doesn’t stop you, shift to a lower gear and 
turn off the ignition. 














4. Warn the driver behind you before you stop 
or change direction suddenly. Stay in your 
lane unless you're going to make a turn. Check 
your mirror, then signal clearly before you do 
turn into another lane. 


S. Keep your distance behind the car ahead. 
He may stop suddenly—and you may run 
right into him. Here’s a good rule to 
follow: keep one car length between 
your car and the one ahead for 










The credit union auto insurance pr 


Credit Union National Association and the Employers Mutual »— Wausau, Wisconsin. Near 
1,000 credit unions take part in thi 
is your best protection Y< are ins 
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EIGHT WAYS TO 
STAY ALIVE WHEN YOU DRIVE 


Five out of six drivers involved in fatal accidents were not 
exceeding the legal speed limit, according to traffic safety 
experts. Assuming that you 
ometer, these are other important facts to consider: 


keep an eye on the speed- 





Your Cael 















every 10 miles of speed. 

At 50 miles an hour, for ex- 
ample, this means about five car 
lengths. 


G. Give proper warning to anyone in your 
path who could become a hazard. Don’t just 
assume that he'll get out of your way. Always 
keep a sharp lookout for children close to the 
right of way. 


7. Be ready to yield the right of way to others. 
Because of carelessness or confusion, the other 
driver may overlook an important sign or 
signal. 


8. Don't drive when you're tired or ill. Fatigue 
or illness make you a poor driver. Keep aspirin 
handy in case you need it; and a thermos bottle 
of coffee can be a lifesaver when you're tired. 


Whatever your safe driving record, you need ade- 
quate insurance coverage. Check yours for proper- 
ty damage (up to $10,000); bodily injury (at 
least $25,000 to $50,000) ; collision ($100 deducti- 
ble); comprehensive; medical payments; labor and 
towing. See your credit union advisor for the 
insurance you need, and remember, too, that 
your credit union can help you with a loan 
for a car or any other important item you 
need. Stop in—even if you just have 
a question. 





was established by mutual! agreement between the 


S$ program This wholesale bargaining approach t 
vred by a top-rated company and doubly prote 


prestige and reputation of the organized credit union movement 
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banks’ .savings accounts have in- 
creased only 57 percent, and that in 
1949 commercial banks held 29 per- 
cent of residential mortgages but only 
19 percent in 1956, 

The vigorous growth of savings and 
loans was attributed to the fact that 
they are spending four or five times 
as much as bankers, per dollar of 
assets, on local advertising plus one 
million dollars a year on national 
advertising. 

Mr. Brownell of Philadelphia also 
reported that recent figures show that 
banks hold only 

39 percent of automobile paper 

27 percent of consumer paper 

31 percent of personal loans 

To get a greater share of consumer 
business, Brownell advised the bank- 
ers to: 

1. Devote attention to research. 

2. Improve service with parking 
lots, more deposit windows, etc. 

3. Organize for mass selling. 

1. Have more local advertising and 
publicity. 

5. Use cooperative national adver- 
tising to market wares that are com- 
mon to big and small banks such as 
savings accounts, checking accounts, 
mortgages, installment loans, other 
loans, safety deposit boxes and even 
trust service. 

The American Bankers Association 
has already sounded out its members 
on a national advertising program, 
and 2800 banks, with 50 percent of 
the assets held by ABA members, 
approved the program, and 2400 
banks, representing 25 percent of 


ABA assets, disapproved. 
It was cheerfully noted that it took 


and 
vears to get 


savings loan associations five 
50 percent asset par- 
ticipation in their national advertising 
program, while the ABA got a 50 
percent favorable response on the 
first survey. 

John McCullough 

Philadelphia, Pa. 


To the Editor: 


The “In the Mail” section of the 
April issue of The Credit Union 
Bridge contained a letter from C. H. 
Lushbough headed “No Car Loans.” 
He feels that credit unions should 
teach their members to save money 
and borrow only for emergencies. 
“Never borrow for automobiles and 
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dishwashers” he said, and the credit 
unions which encourage such loans 
are nothing more than “cut-rate small 
loan outfits.” 

Mr. Lushbough must be from the 
old school that believed it was a sin 
to borrow money; that possibly with 
the exception of a home, you didn’t 
buy anything until you could pay 
cash for it. Today we enjoy our high 
standard of living mainly because of 
credit. Our whole economy is based 
on credit. The paper boy gives us 
credit when he delivers our papers 
every day and collects on Saturday. 
The same with our milk man, electric 
power company, water department, 
department stores and many more. 
We even work for our employers on 
credit when we work all week and 
then collect our pay. 

How Mr. Lushbough can look at, 
and probably use himself, the many 
wonderful things we have today and 
say it is wrong to get them by the 
wise use of credit is beyond me. By 
borrowing, we can enjoy today the 
many luxuries we dream of and pay 
for them while we use them. With 
your credit union’s loan insurance, 
if you should die your family will 
not be left with a loan to pay off. 

It looks to me as though Mr. Lush- 
bough and his credit union should 
take another look at the service they 
should be giving their members and 
see if they are not the ones that are 
failing their members. I am _ sure 
they will find that their members 
are buying things on credit, only they 
are being deprived of the advantages 
of a credit union loan because of the 
outmoded thinking of their officials. 

I have been part of the official 
family of our credit union (Parch- 
ment Employees Federal Credit 
Union) for many years and have 
watched it grow to $1,280,000 in 
assets. During our twenty years we 
have loaned over $6,350,000 and are 
proud of the part we have played in 
helping them to live better. 

Kendrick Hill 


Parchment, Michigan 


COMING EVENTS 
July 9—Prinee Edward Island Credit 


Union League annual meeting. 


August 4-9—CUNA and affiliates’ quar- 
terly meetings, Loraine Hotel, Madison, Wis- 
consin, August 7, 10 a.m., joint meeting. 
August 8, 10 a.m., CUNA Mutual Board; 
2 p.m., CUNA Supply Board. August 9, 9 
a.m., CUNA Executive Committee. 


September 17-19—Flerida Credit Union 
League annual meeting, George Washington 
Hotel, West Palm Beach. 

September 26-27 —- Wisconsin Credit 
Union League annual meeting, Eau Claire 
Hotel, Eau Claire. 

October 10-11-—-Indiana Credit Union 
League annual meeting, French Lick Shera- 
ton Hotel, French Lick. 

November 20-23—Missouri Credit Union 
League annual meeting, Sheraton-Jefferson 
Hotel, St. Louis. 

January 25— Utah State Credit Union 
League annual meeting, Hotel Utah, Salt 
Lake City. 

February 26-28—Ontario Credit Union 
League annual meeting, Royal York Hotel, 
Toronto. 

March 20-21 
Alberta annual 
torium, Calgary. 

March 20-21—Rhode Island Credit Union 
League annual meeting, Sheraton-Baltimore 
Hotel, Providence. 

March 21 — 
League annual 
Hotel, Baltimore. 

April—-Vermont Credit Union League an 
nual meeting, Pavilion Hotel, Montpelier. 

April West Virginia Credit 
League annual meeting, Huntington. 

April 3-4—Illinois Credit Union League 
annual meeting, Hotel Sherman, Chicago. 

April 3-4—Massachusetts CLUNA Associa- 
tion annual meeting, Hotel Somerset, Boston. 

April 10-11 Colorado Credit Union 
League annual meeting, Lamar Community 
Building, Lamar. 

April 10-11—Kansas Credit Union League 
annual meeting, Baker Hotel, Hutchinson. 

April 10-12—New Jersey Credit Union 
League annual meeting, Traymore Hotel, At- 
lantic City. 

April 16-18—Pennsylvania Credit Union 
League annual meeting, Penn-Sheraton Hotel, 
Pittsburgh. 

April 17-18 Arkansas Credit 
League annual meeting, Hot Springs. 

April 17-18—Georgia Credit Union League 
annual meeting, Bon Air Hotel, Augusta. 

April 17-19—Ohio Credit Union League 
annual meeting, Cincinnati Music Hall, Cin- 
cinnati. 

April 
League 
Roanoke. 

April 24-25—lowa credit Union League 
annual meeting, Hotel Roosevelt, Cedar 
Rapids. 

April 24-25 — Michigan Credit Union 
League annual meeting, Statler Hotel, De- 
troit. 

April 24-25—Seuth Dakota Credit Union 
League annual meeting, Evans Hotel, Hot 
Springs. 
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CLASSIFIED 
FULL-TIME CREDIT UNION POSITION 
WANTED. President medium-sized credit 
union, ten years experience, excellent know!l- 


edge all phases, business school education, 
member Founders Club. Write Box A48. 


FOR SALE: two National Cash Register 
Class 2000 credit union posting machines, 
model A2118 (63UP). One purchased in 1950, 
other in 1953. Both have been faithfully 
serviced and are in excellent shape. Write John 
M. Jerbic, D. P. & L. Employees Federal 
Do gg Union, 25 North Main Street, Dayton, 
Ohio. 


The Credit Union Bridge 
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you can have 

your letterhead 

printed on the new, 
exclusive’ little man’”’ Te BOND 1 


BUILDS OUR COMMON BOND 


WATERMARKED PAPER 


A WATERMARK IS 


a marking in paper produced during 

be among the manufacture by pressure of o special 
roller. The watermark, a symbol of 
first to Se it — quality, is visible when the paper is 


held up to the light 


It’s available now for all your 

letterheads — the brand new “Little Man” 

watermarked paper — a credit union 

exclusive. Now, through the special 

watermark, every letter you write will show 

thé unity of purpose — the strong 

common bond — that keeps credit union 
members working together. PLANNING TO IMPROVE YOUR LETTERHEAD? 


If you've been planning to get a better letterhead — to add a second 
color, perhaps — now is the best time to do it. Step up to o new 
letterhead style now — on “Little Man” watermarked paper. Write to 
CUNA Supply for details on: 


a watermark "Stock" letterheads (one color) — Your choice of standard layouts 


stands for quality and type styles. 


“Stock"’ letterheads (two colors) — Your choice of standard layouts and 
The watermark shows it is high-quality, type styles. Added impact of the second color is worth the extra cost. 
rag-content letterhead bond paper — “Custom” letterheads — The finest of multi-color letterheads, de- 
ideal for general credit union use — signed exclusively for you. Plan it to show your own building, 

yet reasonably priced: Here ia a your company symbol, or your credit union's own ‘‘trademark 


; : symbol. (Service available through our working arrangement with 
custom product at a stock-item price! CUNA Advertising & Promotion Service.) 


il . i 
Tttus your lenerneedeess-NO™' 1 Cuna Supply Cooperative 


design information, prices. Write today BOX 333, MADISON, WISCONSIN « BOX 800, HAMILTON, ONTARIO 
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